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CHINA AND RECOGNITION - 


Britain recognised the present regime in China 
on January 6, 1950. Diplomatic relations accord- 
ing to the practice of the comity of nations have 
not been established in spite of the desire of Britain 
whose representative has been in Peking for two 
years for the purpose of initiating friendly relations 
on a proper basis. The hostile attitude of China 
and her participation in war in Korea and her evi- 
dent encouragement of rebellious and revolutionary 
activities in neighbouring countries have caused the 
question to be raised in Britain and elsewhere whe- 
ther recognition should not be withdrawn. 


The question of withdrawal once recognition 


has been given is one that demands the most serious. 


consideration especially from the point of view of 
the ultimate objective of peace in South East Asia 
and indeed of the world. A hasty move now on the 
strength of present complications might have 
disastrous effects in the long run which could not 
be retrieved. 

In the issue of this journal of December 22, 
1949 it was urged that China should be recognised 
and that recognition should be granted without the 
delay that might prejudice her close relationship 
with Britain and America. It was urged that if 
as a matter of fact a new state had come into being 
the question of recognition was not one of arbitrary 
discretion or political concession but one that must 
be approached from the point of view of legal prin- 
ciple, whether the new state fulfilled the conditions 
of statehood as required by International Law. 


The recent attitude both in America and 
Britain has shown a desire to get down to first 


principles which were established by Thomas 


Jefferson who declared it to be in accord with 


the nation substantially declared.” 


American principles “to acknowledge any govern- 
ment to be rightful which is formed by the will of 
British policy 
is laid down to. the same effect in Oppenheim’s 
International Law (Lauterpacht Edition) — ‘“‘A 


government which enjoys the habitual obedience of 


the bulk of the population with a reasonable expee- 
tancy of permanence, can be said to represent the 
State in question and as such to be entitled to re- 
cognition.” The great American authority Charles 
Cheney Hyde generally agreed with this principle 
and in his work on the subject explained that the 
principle is not subject to the limitation that the 
will of the nation must be declared in the same way 
as that of America or Britain. 


To all those who do not wish to shut their eyes 
to stark realities or who do not have for their object 
to nurse forlorn hopes for reasons of their own it is 
quite evident that the State recognised by Britain in 
January 1950 has come to stay and is in unified con- 
trol of the whole of China today, in far greater 
control than any government of China at least since 
the fall of the Manchus. 

Oppenheim in the work already quoted raises 
the question of withdrawal of recognition. - “Occa- 
sionally,” he writes, ‘‘States have refused to recog- 
nise foreign Governments either on the ground of 
their revolutionary origin and the degree of violence 
accompanying the change or of their supposed un- 
willingness to fulfil their international obligations. 
Neither of these tests can ‘be regarded as satis- 
factory. In the absence of effective international 
guarantees for securing just government and 
proper administration of the law within the various | 


States, it is impossible. to insist on. the perpetuation 
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of any existing regime by a refusal to recognise its 
revolutionary successor. 


fulfilment of interriational obligations. . 
rational method is to grant recognition and then to 


-dnsist, by such means as International Law offers, 


‘on the proper fulfilment of its obligations on the 
part of the recognised government.” 


It must also be borne in mind as Oppenheim 
stresses that “through recognition only and exclu- 
sively a State becomes subject to International 
Law.” Were recognition to be withdrawn to- 
morrew what legal claim would other nations have 
to insist upon China’s observance of ‘international 
law of peace or of war? 
all give any relief or comfort to Malaya and 
Indochina if China were to be regarded as an outlaw 
without any of the responsibilities and obligations 
which arise from recognition? The effect on 
Hongkong both politically and economically would 
be disastrous. 


At present China is bound both-morally and 
legally by the bond — however slender — of 
recognition to behave towards Britain in accordance 
with the practice of civilised nations. We have a 
British representative 


Ambassador in Moscow and in satellite countries. 


Britain, however, was right in the first place 
in granting recognition. To withdraw that recogni- 
tion now would be a most retrograde step, not only 
to turn round and state that we were wrong but to 

go back entirely upon the whole basis of the Inter- 
~ national Law principles as established by our jurists 
as to the basis of recognition. Britain in her righte- 
ous attitude can afford without loss of dignity or 
effect to wait. Britain and America both recognise 
Russia and her satellites \;hose refusal or unwill- 
ingness to perform their international obligation are 
no less obvious than that of China. America waited 
sixteen years before recognising Russia and ulti- 
mately in 1933 recognised her on the basis of simul- 
‘taneous assurances on both sides—assurances which 
in the case of Russia cannot be said to have been 
kept. 

To withdraw recognition would be to lose such 
tenuous hold that we may have on China, to declare 


Neither is it-in the long 
run practicable to adopt thé. indirect method of © 
refusal of recognition as a ‘means of compelling the - 
The more - 


Would it in any way at- 


in Peking who is treated. 
perhaps a little less courteously than the British 


Abel an Satine cai nations, and to plunge the 


_ whole of South Hast . Asia into a worse =— than 
Is now. 


4. 


a long termi point of. view thé and 


| logical trend in the Far East has been towards the 


formation of an Oriental Bloc. Europe after the 
dissolution of. the Holy Roman Kmpire witnessed 
in the nineteenth century the development of sover- 
eign nations. The first world war saw the inevit- 
able politieal and economic adhesion of nations to - 
allies. and associated powers.. ‘The second world 
war saw the formation of a bloc-including Britain 
and the Commonwealth and of America—who are 
still inextricably bound economically and to a grow- 
ing extent politically, a Western European bloc 
which is now becoming more and more integrally 
part of the American-British bloc, a Russian bloc 
now extending from Berlin to Vladivostock, and an 
Oriental bloc. Before the war Japan with her ‘‘New 
Order in East Asia” sought the leadership. With 
Japan’s fall Nehru took up the claim, but is now 
finding the task difficult. The centre of the frame- 
work of the Oriental bloc, however, must not only 
from the point of view of population, resources, and 
of position but of ultimate strength and influence 
be Chinese whose peoples form the sub-structure of - 
the population and economic development of the 
greater part of the area. 

As long as China is left out of the Oriental bloc, 
as long as she is pushed into the Russian bloc there 
will be no peace in this part of the world. The 
withdrawal of recognition would be fatal to peace. 
It is not necessary to go further than recognition 
now, but it is essential that we should stand on it. 
Sir David Kelly, until recently Ambassador in Mos- 
cow, wrote in a recent article ‘‘All I can say is that 
the Chinese representatives who come to Moscow 
are treated on a different and higher plane than 
those of the European satellites, and that the back- 
ground suggests that there can be no question of 
Peking being ‘pushed around’ by Moscow.” It is 
not too much to hope that China will not be driven 
by outlawry to closer bonds with Russia, the trend 
of whose destiny as described with the intensity of 
his experience by the Viceroy Li Hung Chang in 1894 
was to steal from China her paramount position in 
Manchuria and Korea under the guise: of her pro- 
fessed friendship with her weakened neighbour. 


HONGKONG AND BRITAIN’S CHINA POLICY 


Hongkong has existed on the fringe of disaster 
so long that it has learnt how to hide its fears and 
present a bold front to all the dangers that press 
upon it. The attitude has been praised by friends 
and misrepresented by critics. The community 
here deals in many things but not in illusions. It 
fights and strives for self-preservation as it fought 
and won the battle of recovery and its doubled popu- 
lation include a million newcomers from the main- 
land of China who now share our lot. We need all 


‘which is the lifeblood of the community. 


the help. we can get in a growingly serious situation 


both in the supply of raw materials for our indus- 


tries and in the maintenance of the entrepot trade 
In a lar- 
ger sense Hongkong is a dependent body for all the 
immense services it renders to world trade. 

The taunt has again been uttered that we do 
“business as usual” with China. The goods we 
handle are those of other people and are subject to 
the severe controls imposed here as elsewhere. 


| 
| 


-~Peking’s aloofness. 
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Hongkong, unlike Malaya, is a small place with few 
natural resources of its own. If it were deprived of 
its entrepot trade and if industry’s need of raw 
materials were denied the island would become as 
derelict as it was under the Japanese. The U.S. 
Under-Secretary of State, Mr. Webb, says his coun- 
try is making careful efforts to find a place for 
Japan and Germany in the free world. We need, 
and believe we deserve, a little of that goodwill, and 
urge that Hongkong should be~ given reasonable 
financial freedom so as to play its part in servicing 


the trade of others who depend on us though we may, 


depend more on them. 


Hongkong cannot escape the consequences of its 
geographical position on the doorstep of resurgent 
China. It does not approve everything that is 
going on there but neither does it see any practical 


advantage in disrupting the existing situation. It> 


is hardly satisfactory now: it would certainly be no 
better and might be a great deal worse if British 
recognition: were withdrawn. Hongkong’s position 
is difficult for it needs the goodwill of the U.S. and 


at the same time can hardly go out of its way to in- 


vite the illwill of China. Moreover, the considerations 
that apply in the case of Hongkong surely have far 
wider validity in British and Commonwealth policy. 
This seems to have been appreciated by Mr. Church- 


ill, who said last week that no change is at present 


contemplated in British policy towards China. The 
reservation doubtless applied to the outcome of the 
Korean truce negotiations, for whether they succeed 
or fail will be a determining factor in the shaping 
of the future. Not only is it impossible to see any 
practical advantage in disrupting the existing 
situation, far from satisfactory as it is in view of 
It may well be that if it were 
disrupted now the hope of a Korean settlement 
would be seriously impdired. It is the traditional 
British policy to employ both strength and concilia- 


tion in its treatment of grave international problems. 


This suppleness was never more clearly rewarded 
than at the time of the crisis on the Yangtze a 
generation ago. The foothold we have in Peking 
is precarious but it may yet prove of greater value, 
though it be little more than a “listening post” and 
a letter-box through which the Chinese leaders can 
be reminded of their basic obligations to others. 


The United States supplies the element of 


strength and the Commonwealth is available to 


exploit any opening for the employment of concilia- 
tion. The division of roles which used to be played 
by Britain almost alone before the war does make 
for occasional misunderstanding but it is the most. 
obvious technique in the greatly changed circum-" 
stances. Indeed, the more positive part has hitherto 
been played by India through her Ambassador to 
Peking and the British representative has been a 
mere onlooker. But as Sardar Panikkar is slated 
for transfer to the U.N. as chief Indian delegate, it 
is all the more necessary that the British Embassy 
should not be wholly vacant. Current reports 
forecast a series of vital conferences on the highest 
levels. They speak of the road Mr. Churchill pro- 
poses to take to Moscow via Washington, of a pos- 
sible conference between Stalin and Mao Tse-tung, 
and of Stalin’s summons to his principal henchmen 
to confer with him at his winter resort. The least 
we can do while the men who hold the destiny of 
mankind in their power prepare to meet is to stand 
pat at our lookout in Peking. Withdrawal would 
be both brusque and untimely, and would transfer a 
responsibility for failure to develop relations that 
now rests with Peking itself. 

It is quite possible that the Chinese themselves 
are not altogether happy about this, and still less 
happy about the alignment with the Soviet Union. 
On this score Mr. Chou En-lai seemed to have 
protested too much in his speech to the National 
Committee on October 23. Indeed, for the first. 
time, in a major statement on foreign policy—while 
insisting with extreme emphasis that the alliance 
with the Soviet was becoming ever more firmly con- 
solidated—he actually introduced a potential alter- 
native: unity with Asia, which would “certainly 
create a powerful and matchless force in the Far 
East.” Hitherto the principal Peking leaders had 
exclusively referred to the ‘‘invincible force” of 
the Sino-Soviet alliance. On this occasion that. 
“fundamental change in Asia” was a major theme. 
True, it was set in the pattern of a new Monroe 
Doctrine for Asia. It is as natural for the Asian 
nations to seek solidarity among themselves as it 
would be for Russia to return to the West. The 
object of all policies based on the hope of peace 
must be to make the peace settlement, begun with 
the signature of the Japanese Peace Treaty, wider 
and more complete. An inevitable corollary must. 
be the return of China as well as Japan to the full 
comity of nations. | | 


NEW OIL SEARCH IN SARAWAK JUNGLE 


Two test wells—“wildcats’”—are being drilled by Shell in 
the densely-forested interior of Sarawak, British Borneo, spot- 
lighting the intensive search for petroleum that is being curri- 
ed on in this important source of sterling crude oil supplies. 
Located at Bulak Setap and at Subis, deep in tropical jungle 
land and south of the long-established Miri field near the coast, 
the ‘‘wildeats” will serve to reinforce geological and geophysi- 


cal surveys that have indicated that the structure of the 
underlying rock formations might favour the accumulation of - 


oil. The only way to find out for certain is by drilling and 


this is being done with “Ideal 100” drilling rigs capable of 


reaching a depth of at least 10,000 feet. 

The sites of both test wells are situated some 10—12 miles 
inland. That at Subis, upstream from Niah, which is one of 
the few places in the world where the birds’-nests are suitable 
for that oriental delicacy, birds’-nest soup, is accessible to 
shallow draft craft carrying equipment, stores and personnel . 
up the narrow tortuous Niah river, the entrance to which from 


| 
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the China Sea is Over a shifting sand bar calling for skilful 


navigation. Drilling operations have already started at Subis 


and the well is now over 1,000 feet deep. 


- Bulak Setap, on the other hand, lacks the advantage of 
@ nearby navigable waterway, and it has been necessary to 
30-mile road from Miri at a cost of nearly 


construct a 
£200,000. For 18 miles along the coast the task was relative- 
ly easy “but for the remaining 12 miles inland, it involved com- 
pletely new construction. Although it is not a very long dis- 
_ tance in absolute terms, the fact that the path of the road lay 
through tangled jungle growth over extremely undulating land 


from sea-level to nearly 350 feet in several places made it a_ 


very arduous and costly project. It took 18 months to com- 
plete and as many as 500 men were employed on the task at 
any one time; with the exception of a few skilled engineers, 
they were recruited from Borneo’s indigenous population. 


BORNEO OIL 


Oil production from Seria in Brunei, North Borneo, has 
now reached a record rate of 100,000 barrels per day — that 
is, about 5,000,000 tons annually, or five times that of the 
best pre-war days. Seria, already the most productive field 
in the British Commonwealth, has reached this peak despite 
the havoc of war damage; it was twice demolished — first 
in 1941, immediately before the Japanese invaders arrived, 
and secondly in 1945, when Australian reoccupation forces 
were approaching. 


Discovered by Shell in 1929 after years of ee ee : 


exploration in the region, this oilfield was producing at the 
rate of over one million tons per annum by 1940; at that time 
neatly 150 wells had been drilled, some of them off-shore. 
The Japanese attempts to work the area were none too suc- 
cessful, although they did renew prceduction on a small scale: 
By the end of 1945 Shell technicians had started re-drilling, 
and in March, 1946, the first post-war cargo of crude oi] was 
shipped for refining in Australia. On Christmas Day, 1946, 
Lutong Refinery in Borneo itself, and only some 30 miles by 


deceuiahaaad difficulties were. many with which the en- 


gineers had to contend—difficulties that were aggravated by 


the heavy torrential downpours characteristic of Sarawak’s 
tropical climate with rainfall amounting to 160 inches per 


annum. Drilling operations have not yet started at Bulak © 
Setap but it is expected that the test well will be “spudded - 


in” very shortly. 
Meanwhile, further intensive geological and 


surveys are being carried out over wide areas of Sarawak ter- . 


ritory in the hope of finding further likely oilbearing forma- 
tions. In British Borneo, Sarawak adjoins the State of Brunei 
where the Seria oilfield has been increasing its output at a re- 
markable rate in recent years. Although this field was twice 
devastated during the war, its present. rate of output is 5 
million tons a year, almost six times as great as it was in 
1989. 


PRODUCTION 


pipeline from Seria, came back into operation, and since that 
daté progress has been rapid. The greater part of the new 


equipment on the oilfield has been obtained from sterling 


sources. 

Included in the restoration work was the construction of 
two new submarine oil loading lines, or “‘Sealines,” each three 
miles long, and used to load tankers which are prevented by 
shallow water from going closer inshore. A third line is due 
to come into operation this year. 


A modern township, including a_ school, instead and 
social and sports clubs, is being built for the staff and labour, 
numbering almost 5,000, on the narrow coastal strip bordering 
the South China Sea, only five miles from the _ jungle. 
Geographically, Seria is of vital importance, being one of 
the principal production fields of the East Indies, the only 
region of the Far East producing crude oil in any quantity. 
Australia, New Zealand and Malaya, to name only three coun- 
tries, rely to a large extent on the East Indies for their sup- 
plies of liquid fuels. 


THE HUAI RIVER PROJECT IN CHINA 


The second stage of the Huai River project ig now begin- 
ning and-an army of five million peasants is being mobilised 
for the resumption of the work. The first stage consisted 
mostly of flood prevention schemes ‘and the second stage is 
designed to lay foundations for water utilisation including 
the biggest of the projected 16 reservoirs. Four other re- 
Servoirs are to be created on the Upper Huai and three of its 
tributaries, and two modernised sluices are to be set up in 
the middle part of the Huai. This plus the big reservoir and 
the Jenhochi mechanised water-regulating system (which has 
already been built) will control the bulk of the excess flow 
and lower the water levels in the middle and lower reaches 
during the high water season. 


In. co-ordination with all these activities, 25 tributaries 
of the Huai will be dredged and renovated. Already dykes 
have been restored and strengthened of a total length of 2,200 
kilometres while 860 kilometres of waterways have been 
dredged in the first stage. When the second stage is com- 
pleted all the tributaries will be able to cope with any volume 
of water even if it attains the dimensions of the 1950 floods. 


One of the outstanding jobs in the present stage is the 
excavation of a new channel to take the entire outflow of five 


of the big tributaries so as to separate them from the Huai 
river bed and divert their flow directly into the Hungtse Lake. 
This will help to eliminate the flood menace that has always 
hung over the million hectares of farmland in the catchment 
area of these tributaries. In the lower reaches, an irrigation 
trunk line, more than 100 kilometrés long, will be cut from the 
Hungtse Lake to the Yellow Sea. 


The dividing up of farming land into still smaller parcels 
will increase rather than diminish the problem of higher pro- 


duction. The reasons which spared the “‘rich peasants” actual-_ 


ly apply over the whole question and are as good for all classes 
as for them. The reform does of course seek more motives 
than a small improvement of the peasants’ lot. By favour 
and by incrimination it aims at binding them to the regime. 
But whatever view is taken of the efficacy of these changes 
there can be no two opinions about the conservancy and irriga- 
tion schemes the communists have launched to combat the twin 
disasters of flood and drought. A good deal of work has been 
done in controlling the river system in Hopei Province but the 
greatest scheme is the control of the Hwai River. This, if it 
proves a success, will bring one of the most fertile basins back 
into production after a series of disasters. 


| 

| 

| 


— 


The Hwai River has been for many centuries one of the 
many flood problems which have afflicted the Chinese people. 
It has caused nearly a thousand floods in two thousand years 
of history. An ancient and persistent peril was aggravated by 
the diversion of the Yellow River in 1938 in a desperate effort 
to hold up the Japanese. The silt—laden waters of “‘China’s 
Sorrow” silted up the main course of the Hwai and its many 
tributaries and wrecked the entire drainage system. Even 
when, by a gigantic effort, engineers restored the Yellow 
River to its former course, it brought little relief to the Hwai 
Valley because the normal channels were all choked. 3 

The problem was all the more acute because the Hwai 
River’s old outlet to the sea had been usurped nearly a hundred 
years ago by the Yellow River and the Hwai overran East 
Kiangsu in all directions in high water. periods. Before the 
war plans were directed toward building two escape channels— 
one leading into the Yangtze and the other to the sea with the 
large Hungtze Lake as a reservoir to serve the triple purpose 
of. flood detention, irrigation and navigation. A good deal of 
work was done on preparatory schemes for the regulation of 
the river in the two years before the Sino-Japanese war which 
caused a suspension of all work. The great flood of 1950 


impelled the Peking Government to put control of this river 


in the forefront of its programme. 


The scheme is an immense one and affects an area of 
nearly 150,000 square miles and a population of many millions. 
Work began on the first stage in November 1950 and was com- 
pleted in July this year. Millions of peasants were drafted 
for the purpose and the scale of the organisation is reminiscent 
of some of the greatest feats of its type in Chinese history. 
Time will tell how efficiently the first stage has been done. 
But the scale and nature of the effort put into it cannot be 
denied. The problems had been blue-printed by engineers long 
ago. What was needed was the energy to apply the correctives 
over a period of years in successive stages, The first stage 
called for the construction of numerous reservoirs in the upper 
reaches to control the flow and also to conserve water for dry 
seasons while reducing the strain on the narrow middle stretch 
and facilitating the outflow in the lower reaches. 


Flood prevention was necessarily the first aim and took 
the chief place in the work recently completed. Millions of 
peasants, ruined by successive floods, built or repaired great 
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dyke systems along the river and its tributaries, dredged their 
silted beds and, under the direction of technicians, began to 
build concrete dams, storage reservoirs and culverts. Experts: 


claim that about 22 million cubic metres of earth were moved 


and 56 reinforced construction projects completed. 
The scheme calls for 16 reservoirs in the hilly region of 


_ the upper reaches of which three are expected to be completed 


by the end of this year. Even when they are all built the 
storage capacity of more than 3,000 million cubic metres of 
water will still be inadequate for the complete elimination of 
floods so the surplus is to be provided for by four lakes or 
water detention basins. In the middle reaches a huge flood- 
regulating .system is being constructed at Jenhochi where 
movable gates will check’ the flow from the upper reaches and 
divert excess: flow into a series. of hitherto disused lakes. 
Newly built dykes form an emergency channel to help control 
the excess waters at this crucial point where major tributaries 
enter the Hwai. On the lower reaches engineering works 


centred on improving the river course into the Yangtze streng- 


thening the Grand Canal dykes and restoring dams and locks. 


_The work could have been made much simpler and swifter had 


machinery and materials been available from the U.S. and 
Britain. It had to be done with a maximum of human labour 
and a minimum of machinery. It is claimed however that 
steel gates for the movable dams were built in Shanghai, and 
the limited number of concrete mixers available were also made 
in China. 


The huge army of peasants were organised more or less on | 


military lines with a general headquarters at Pengpu that 
stretched out its hands to all parts of the country for the 
materials required; provided rude accommodation and meals 


for the millions 6f peasants engaged on the work; and — 
organised other amenities from post office and medical stations. 


to troupes of entertainers. The transportation. of supplies 


~and materials alone was a formidable task but everything that 


could move on land or water was brought into play. The pro- 
ject may take up to 5 years to complete and while it has yet 
to be seen how the work already done will stand up to the 
ravages of nature in an area where they have been witnessed 
in exceptional ferocity, the scheme is a tribute to the new 


government and the people in good intent and constructive 
energy. 


EDITORIAL NOTES 


HONGKONG TOURIST PROMOTION 


Time & again this Review, since 1946, has advocated the 
organised attempt to attract tourists but Government have 
not so far taken any steps, in cooperation with private in- 
terests, to publicise the unique scenery of this place and its 
growingly modern amenities. The anticipated decline in local 
trade with China, consequent upon the political deterioration 
which took place since the Chinese communists started their 
aggression in Korea, may now help to focus more attention 
on the question of tourist promotion. Individual entrepre- 
neurs, all Chinese, have built many new hotels and restaurants 
in the country, both on the island and the mainland, and 
accommodation is now, for a moderate number of visitors, 
adequately available. 


What the New Territories can offer has been reviewed in 
a recent article which was published in the issue of December 
6th of this Review. The article was based on an address given 
by the editor of this Review before the members and friends 
of the Hongkong University Economics Society on Nov. 29. 
Much interest has been shown by local residents in the matter 
of tourist industry promotien and it seems that even Govern- 


ment has become more alive to this potentially very lucrative 
business. A board of tourist industry should now be set up, 
composed of members of the hotel and entertainment industry 
and of other persons having an interest in this business; tour- 
ist propaganda, well edited and printed, should be distributed 


- without delay so that the autumn of 1952 could already bring 


results. Travel, shipping, aviation companies and others like 
banks, insurance firms and trading enterprises with interna- 


- tional. connections will all lend a helping hand. 


Hongkong island is rich in natural beauty and scme of its 
many most picturesque bays have been quite well developed. 
Repulse bay with its wide and long beach remains the chief 
attraction on the island but there are other bays which could, 
with some effort on the part of local and Shanghai investors, 
be brought up to a standard regarded as satisfactory from 
the point of view of the tourist of today. 


Apart from Stanley peninsula (i.e. Stanley or Chik Chu 
proper and Taitam peninsula) which will be the subject of a 
future article, there is Sheko which offers much scope for 
development. The two bays at the eastern end of Hongkong, 
viz. Rocky (Sheko) and Big Wave (Tai Long) bays, have in 


| 
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recent years attracted ever more visitors particularly on ae- 
edunt of the fine beachés and the scenéry. Sheko village is 
stnall—some 750 people live there of whom about 400 are Punti 
(Cantonese), 200 Hakka and 150 Chiuchow—but travellers will 
find much inteérést in looking around the little place. A small 
hotel, several restaurants among which the ubiquitous Dairy 
Farm, refreshment pavilions cater to the needs of the bathers 
and visitors. During the last two years small residences and 
bungalows, many with gardens, have been built and now oc- 
cupy a whole hill which formerly was in its virgin state. More 
bungalows are being built as many local residents have come 
to appreciate the charm of Sheko. Roads are éxcellént and 
a bus sefvice (from Shaukiwan) is regularly running: The 
distance from the business centre is about 7 miles énly. ‘Elec- 
tric light is supplied by the HK Electric Co: but water has 
still to be obtained from mountain streams and pumps. A 
police station (with one corporal and 12 constables) and a 
school are found in the village. A numbef of Europedh busi- 
nessmen have formed a few years ago the Sheko Development 
Corp. and have acquired land on which stands the Sheko Club 
house which provides members and guests with the usual club 
services; golf and swimming (in a beautifully constructed 
swimming pool overlooking the ocean) afe the Club’s maifi 
attractions. The European community numbers less than 50 


who live in 16 houses all being outstanding for their architec- 
ture. 


._ What appears now to be necessary to attract moré lotal 
and foreign visitors is to build a modern hotel in Sheko Which 
should cater to the tastes of the middle elasses. A ‘place like 
- Stanley Hotel, with all the amenities. provided there; would 
meet the immediate need. The location of the néw hotel should 
be right on one of the several beaches, preférably facing east. 

In récent months some attentién has been ti deve- 
lopment of tourist attractions in Shatin and in thé area 
wgouth of Tide Cove (Tolé Harbour): A hotel has been 
built near Shatin a few years ago but it still remains under 
military requisition though by now the accommodation for the 
garrison in the New Territories, with all the new building 
going on at full spéed, should be ample without récourse to 
requisitioning. An amusement park, with hotél; ¢inéma, 
theatre; restatrant'etc.; is being planned to be econstrictéd soon 
which should draw more crowds to Shatin, already famous for 
its monasteries and hill scenery set off against the placid 


waters of the Tolo Harbour (reminding many Chinese of Hang- » 


chow’s West Lake). A promoter wants to build a small 
zoological garden in Shatin—an excellent idea, Hongkong hav- 
ing no zoo, but the organisation of a financially strong eé6mpany 
would first be required before launching out on such an 
ambitious business. 


There are plans and suggestions galore what with the 
many enterprising and resourceful Chinésé immigfants of 
recent years. need not cause any surprise: What is now 
becoming ever more necessary is planning on a highér lével and 
coordination of individual efforts. 


HONGKONG VISIT OF SECRETARY OF STATE FOR THE 
COLONIES MR: OLIVER LYTTELTON 


The difficult situation in Malaya has caused the visit of 
Mr. Lyttelton to be paid also to Hongkong. That the in- 
surrection in Malaya has confronted thé authorities on the 
spot with more problems than they | aré able to tackle has 


British government is showing anxiety about this sad state 
of affairs in Malaya and in order to map out a hew policy de- 
signed to bring the insurrection to an early end Mr. Lyttelton 
was despatched. 

In view of thé fact that the Chiriese communists show 
everywhere an wnrélenting spirit of defiance and hostility it 
would be unwise to expect any favorable from thé 


thilitary action can suppress the rebels. 


present tour of Mr. Lyttelton. The unification of the civil and 
military authority both in Singapore and in Malaya under an 
outstanding military figure of Britain may léad to lasting 
guccéss in the field arid thus to the elimination of the constant 
threat to lifé and property. Only uncompromisingly strong 
The war in Malaya 
being only another manifestation of the world-wide tension be- 
tween thé communists and the democratic nations cannot be 
terminated except by a convincing victory of the British _— 
and their allies. 


Hongkong has remained peaceful throughout the years 
following Japan’s surretider. The ,corhmunity has. prospered 
dnd wealth is concentrated in this Ifttle place. But the future 
is viewed with much concern. There is the question of Securi- 
ty. Ever since the communists took over in China the local 
resident has not been able to suppress a vague féeling of 
anxiety, atid when thé communists started the war ii Korea 
in which, as planted long beforéhand, the Peking regime parti- 
cipated; backed-to the hilt short of actual supply of Russian 
fishters by the USSR, the local citizen was showing signs of 
unrest. But due to the military success of the UN forces 
the situation in Koréa was stabilised until today the superiority 
of the UN forces can no longer be doubted. Consequently the 
question of security of Hongkong can now be answered in 
the affirmative: Hongkong is not in any danger. 
feeling of complacency should be allowed. There may. now 
fellow a period of demobilisation talks and world peace pro- 
posals which may last, until a new crisis is being produced 
by. the communists, one year or two years. Meanwhile the 
armament race will continue and new weapons will be per- 
fected. 


Having laid at rést the bogey of insécurity, the question 
of economic survival raises its head. Hongkong has lived wéll 
because of its entrepot business, and the many opportunities, 


fully exploited, which presented themselves. since 1945. and 


continue to present themselves to this day. But this business 
-+a very peculiar one when viewed by other than local interests 
-—j$ shrinking, not very much but it seems without hope to be 
brought to a halt: Our imports from China and re-exports 
to China form the mainstay of our entrepot business; if pre- 
vented from continuing this business Hongkong cannot main- 
tain its present standard and support the present population 
(which is estimated to be in excess of 2%4 million). The war 
in Korea has necessitated a sterner policy vis-a-vis Peking 
which was first highlighted by the US embargo of last Decem- 


ber and then by the UN decision to ban exports to communist. 


China of strategic goods. While much trade with China is 
still going on and will, it is hoped, continue to go on the strict 
control over re-exports of strategic goods cannot be altered 
und this will tend to reduce business here. Import needs of 
Hongkong’s indu8triés and the local citizens should not suffer 


though there has beeri some fear that US supplies will be | 


curtailed. If the US authorities are being given all the guar- 
antees about the destination of American commodities so that 
fio doubt may arisé with regard to Peking being refused the 
purchase of Such commodities Hongkong should not be deprived 
of e.g. US raw cotton, motors and accessories, tinplate; chemi- 
cals etc. At thé samé time Hongkong will have to develop 
6ther entrépot connections to make up, in part, for the loss 
of 4 gd0d dedl of China trade. Such new entrepot connections 
or intensification of old connections may to some extent de- 
pend on US exports, i.e. we can only sell to such places as 
Borneo, Indonesia, Thailand etc. if we obtain supplies from 
abroad, and the US ranks first as exporter of manufactured 
goods and a large number of raw matérials, Very important 


for us is the trade with Japan not only with regard to our 


eritrepot business with China but also other countries in Asia 
and éven Australia. 


The question of relations is vital for Hong- 
kong but this ¢olony Cannot claith to have the only correct 


But 


= 
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, answer. Commonwealth and Empire interests weigh more 


” heavily than purely local interests. That Hongkong wants to 


live in peace with its neighbor is obvious but whether Peking 


reciprocates our intentions remains to be seen. Anything which. 


can contribute towards improvement of Chinese relations with 
the democratic world will be ‘welcomed here... Conversely, any 
possible deterioration such as the suggested withdrawal of Bri- 
tain’s recognition of Peking will be deplored. That there are 
two Chinas today, one being recognised by the British govern- 
ment the other by the US government, makes the matter of 
recognition a very complicated one. From Hongkong’s. point 
of view it is advantageous to.promote good-neighborly rela- 


tions with China irrespective of the power in control of that. 


country. 


The Secretary of State for the Colonies will also study 
questions connected with local constitutional reform—a matter 


long neglected but never forgotten by a small though very 


articulate. group of Chinesé and European reformers. The 
system of administration here is due to be modernised; it has 
remained unchanged since the time when Hongkong was ac- 
quired—110 years ago. Parochial matters will be broached 
before Mr. Lyttelton such as the water shortage, distribution 
of local Japanese assets, further J apanese reparations, immigra- 
tion controls, the unduly long delayed approval of the Imperia: 
authorities for the extension of the local airfield etc. Local 
manufacturers have many suggestions concerned with the im- 
provement of their businesses. There may also arise, once 
again, the question of Hongkong’s free — market and 


thé sterting/HK$ link. 


Of really immediate importance are however the questions 
of Hongkong’s entrepot trade and the future of Anglo-Chinese 


HONGKONG’S SERVICES 


It would be trite to reiterate the serene of ‘Hongkong 
as the Far East’s major entrepot and also to emphasise the 
postwar growth in industrial activity; what is less known is 
the importance of this colony, on the fringe of China, as an 
information centre for developments on the Chinese subcon- 


‘tinent. One calls it often ‘listening post’ meaning a news 


collection centre of private reports coming out from behind 
the bamboo curtain. There are also many agencies engaged 
in sifting the host of official reports from Peking and other 
cities in communist China, condensing these reports into more 


digestible information for use of foreign authorities, business. 


enterprises and others who have or take an interest in China. 
The foreign diplomats in Peking are restricted in their move- 
ments and other foreigners, even if attached to embassies, are 
suspect of subversive activities and therefore dare not main- 
tain close contacts with Chinese or venture out of their resi- 
dential area which is usually very limited topographically. 
Thus many governments depend for their information on cur- 
rent dévelopments behind the bamboo curtain on reports glean- 


ed from Official and private sources as collected and sifted in 


Hongkong. | 

The supply is ample; not only is Peking eager in its d's- 
semination of information but in recent months, particularly 
during the period of communist aggression in Korea, it has 
become copious and very polyglot. Private information is also 
available though it is frequently not reliable not so much be- 
cause of the character of the informant but as a result of the 
complexity of the political, social and economic developments 
in the communist state or rather the People’s new democracy. 
Nevertheless, the many and regular arrivals in Hongkong, 


often expelled from their old places of residence in China, and - 


the letters (sent by mail or other routes) as well as the daily 
commercial radio communications with principal markets in 


China (illicit transmission and reception) all combine to furnish. 


alert observers here with topical information on the basis. of 


which. conclusions. can be drawn. Many. authorities -abroad | 


have reason to be thankful for the existence of Hongkong: 
.. By its very security as a British colony—a security some- 


_ times. questioned by overanxious.residents—it has attracted and 


continues-to attract Chinese immigrants, many of whom are 
very wealthy and are not averse to show off their worldly pos- 
sessions.. Local residents. vie, with them in such ostentations 
as the building-and equipping of luxurious mansions the like of 
which one may only see in the most fashionable resorts in 


Europe and America. All the amenities of the materially most - 
advanced communities in this century are available and they . 


are ever improving. Life, therefore, is for the more prosper- 
ous members of the community here very agreeable. Foreign 
visitors have, in words. of highest praise, commented on the 
high standard of public and private amenities in this colony. | 

The international press, having been forced out of China or 
being denied admission, has set up headquarters here. Corres- 


- pondents, both resident, roving and temporarily stationed, are 


rising in number—proving the great interest which China has 
aroused abroad and the necessity to cover developments in that 
country from nearby vantage points. Never before has Hong- 


-kong been host to so many newspaper representatives. If a 
more reliable picture of China today is to be obtained, an 


agency or newspaper must send a special reporter to ae 


-unless ied maintain, as so many do, an office here. 


ECONOMIC PROSPECTS IN HONGKONG 


One may now assume without being ridiculed as an in- 
veterate optimist that Hongkong will not be exposed to any 
form of aggression and that civic law and order will not be 


imperilled. The favorable trend towards negotiation rather ~ 
_ than violence in deciding political issues has started with 


cease-fire parleys in Korea—where one can expect termination 


_ of fighting at an early date—and has gathered momentum at 


the recent UN Disarmament Committee in Paris where the US, 
Britain, France and the USSR took part without, however, 
achieving anything palpable. Moscow has become less trucu- 
lent and its spokesmen less vitriolic; at the same time explain- 


ing to the communist world that coexistence of the two syS- 
tems of government in one world is not only desirable but in | 
. agreement with Marxist dogma. Whatever the real motives 


behind the changed outlook in Moscow-—perhaps having 


| 


Owing to the rise in production costs the price 
of the Far Eastern Economic Review, with effect from 
Ist January 1952, will be increased from $1.20 


to $1.60 per copy. Annual subscription rates we | 
be as follows:— 


Hongkong & Macao $80 

Overseas - - - - $90 or £5.10.- or US$15.50 
Airfreight delivery to Far Eastern countries $120 or £7.10.- 
Airfreight delivery to U.K. and Continent of Europe £7. 
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something to do with the growing strength and the unbending 
determination of the US—the smaller nations have derived great 
satisfaction from the latest turn in political events. One al- 
most can deseribe the present situation as heralding a detente 
in US-USSR relations. Already there are economic pundits, 
here and abroad, who are, taking the detente tor granted, pre- 
dicting a depression and unemployment. 

Nobody dares to predict however the wieaieudaiee of Sino- 
Russian bonds and.the return of China to pre-1949 trade and 
other relationships. 
meagre factual backing there is for such optimism. Actually 
these who sometimes appear so sure of a rectification-of Mao’s 


leaning-to-one-side -policy possess no information which would - 


bear them out; on the contrary, all evidence points to the 
continuation of Mao’s policy. There will be armed peace and 
perhaps less provocation while the atomi¢ race is on. 
Hongkong can, after a very exciting year, sit back and 
breathe more freely. Investors are showing more confidence 
and the building boom here is as hectic as ever. But a note 
of caution is sounded everywhere; many financiers appraise 
the outlook a la longue in not very favorable terms. 
the fruits of a new, ambitious, large-scale enterprise appears 
to many questionable. Rather seek new pastures; one talks 
about Borneo, Indonesia and other countries. But the Chinese 
are prevented, with few exceptions only, to emigrate te eoun- 
tries in Asia where they may expect to make good while in 
America, where virtual prohibition obtains for Chinese immi- 
grants, their material prospects would appear unfavorable. So 
Hongkong remains the oasis where Chinese emigrant wealth can 
rest, be invested and—sometimes 
richesse of the large number of multi-millionaires in Hong- 
kong, both old-timers and newcomers, expresses itself in the 
rather untimely ostentations and luxuries indulged in; and in 
the launching of business enterprises which lack planning.. 
Manufacturing still promises, in some new branches, good 
profits; so does the promotion of new entrepot channéls. Tour- 
ist industry may well absorb new capital and reduce the num- 
ber of unemployed persons. However, by & large, profitable 
new investment’ in Hongkong is limited, the place being well 


developed on a scale not equalled elsewhere in Asia (with the | 


exception of Japan). To make things more complicated here, 
there is a still increasing amount of genuine and speculative in- 
vestment capital lodged in banks and private vaults which, 
for release from hibernation, must look to overseas markets. 
Hongkong has become a capital export centre in the Far East. 
This was due not only to the record business done here in the 

ostwar years but also te the accumulation of flight capital 
oi China. Hongkong is making, since quite a long time, 
inquiries for investment in almost all Far Eastern countries, 
and in recent months inquiry has grown more anxious. This 
does not in any way reflect lack of confidence in this place, as 
has been proved and is being proved every day by the rapid 


development of urban and rural centres; but it shows that sur-. 


plus funds are; as they vine in the aggregate, becoming more 
restless. 


A DOLEFUL TALE 


The Pekin Syndicate has ceased all its trading activities 
in Shanghai, Hongkong and Japan, and drastic economies 
both in offices and staff have been effected. Stocks have been 
disposed of at reduced prices) The Chairman of the Com- 
pany told the annual meeting in London that the mines at 
Tsiaotso, in western Honan, remain. in the hands of the 
Gommunist authorities. There are no longer any British 
members of the staff in China. Two senior Chinese executives 
of the company were left to negotiate but little if any head- 
way had been made. The question has thus arisen whether 
it was worth while maintaining representation in China. No 
further allocations are to be made to the sinking fund, and 
income derived from these investments is being transferred 


One hopes nevertheless with whatever | 


To reap, 


lost. The embarras de 


‘the real source of inflation. 


to the exedit of profit and lose account. The profit realised 


on sales of investments whieh were previously earmarked for 
the sinking fund has been included im the amount transferred 
te provision for diminution in value ef investments. No 
dividend has been received from two Chinese companies and 
payment of interest on a loan to China was again defaulted. 
The Earl of Rothes added that most of the company’s staff, 
both in the Far East and in the United Kingdom, have now 
left for other employment. Expenditure in London during 
the year ineluded a special item of about — brates for eom- 


pensation paid to them. 


» 
MR. AMERY’S WARNING 


The visit of the Governor of the Bank of Resins to 
America is of more than ordinary interest. Monetary policy 
has been assigned a positive role in dealing with the financial 
crisis in Britain and especially in reducing the deficit in the 
balance of payments. Monetary measures introduced almost 
at once when Mr. Butler had outlined the new Government’s 
policy were largely designed te hold down inflationary pre- 
sures while the whole balance of the national economy is to 
be thoroughly reviewed next April. 

The first moves were moderate rather than immoderate. 
To many minds their chief virtue lay in the restoration to 
the Bank of England of the initiative in the day-to-day con- 
trol of the volume of credit. The decision restores in great 
part the control the Bank of England had traditionally exer- 
cised until sterling went off.the gold standard in 1931 at the © 
height of the Great Depression. Money power then passed 
to the Treasury and critics complain that latterly the bank 
had become a machine for inflation. Now the Government, 
accepting the failure of direct controls, has turned to indirect 
controls to strike at the over-supply of money, regarded as 


unlike these put into foree by the U.S. Federal Reserve Board 
earlier in the year. They were reasonably successful there 
but it is still uncertain just how they will pan out in Britain 
where conditions are in many respects dissimilar. 


Indeed, Mr. Butler himself did not expect decisive results 
from the monetary measures alone. He would not go further 
than to say that cuts in overseas expenditure, in combination 
with the proposed internal measures, should ‘make a “sub- 
stantial improvement.” 


Wider consideration of the position will no doubt be 
given at the Commonwealth finance conference later on, The 
extraordinary accumulation of sterling balances is one of the 
most vital factors in the whole situation. Though he has 
retired from Party politics, few Elder Statesmen command 
a more respectful hearing among the hierarchy of British 
leadership than Mr, L. S. Amery. In his Presidential address . 
to the Empire Industries Association and the British League, 
he said bluntly that the task facing the Churchill Government 
was nothing less than to avert bankruptcy “and the break up 
of the Sterling Area in the next six months.” These are dire 
words, and they will probably succeed in their obvious intent 
to shatter the complacency of those who, in political Opposi- 


tion or in the country as a whole, refuse to look facts in the © 


face and look much too lightly upon the crisis. 

No doubt Britain will put through this as she has pulled 
through the crises of the past but only if everybody under- 
stands the gravity of the crisis and pulls his weight in earnest 
co-operation with whatever measures are necessary. He 
could not, of course, forbear to ride his own pet hobby-horse. 
but even those who have inherited the traditional prejudices 
of the “little Englander” will understand now the vital neces- 
sity ef Empire economic co-operation. It may not transform 
the habits of a lifetime, and the Socialists will no doubt be 
convinced against their will, but there may be greater reason 
now than ever before in Mr. Amery’s confident statement 


The British measures are not ~ 


“4 
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that the Government need fear no opposition at Home in going 
boldly ahead with a whole-hearted policy of those lines. The 
difficulty he sees is in inaking the U.S. understand that no 
other policy can permanently put Britain on her feet again 
or give strength and unity to the Commonwealth. 

* 


JAPAN AND TRADE WITH CHINA 


While the Japanese International Trade Ministry and 
the Finance Ministry are at loggerheads over the issue of 
Sterling trade and balances, the Australian-owned paper in 


Tokyo the Japan News has commented forcefully on another © 


aspect of Japan’s trade, not by any means wholly unconnected 
with the other controversy. The paper presented in an editor- 
jal a strong case for Japanese businessmen who have been 


TECHNICAL 


ASSISTANCE: 


pressing for the fullest development of trade with China in 
all save strategic goods. The paper says that Japan is being 


‘forced to deny much-needed raw materials to her industry 


because of the existing. international situation. Japan’s de- 


pendence upon the mainland of China as a source of raw 
materials and other supplies is as natural as the long-— 


established trade relations with the Sterling Area. If she is 
denied this source, Japan must meet high transportation costs 


and competitive factors which place her at a disadvantage . 
in the international markets. 


Industrial circles, naturally, 
want full access to “low cost” materials that are available 
to them in China. 
sised, conforms to the policy of the United Nations. 
be possible to find a point of reconciliation between these two 
attitudes so long as important strategic items are excluded. 


THE PRESENT 


by Prof. E. Stuart Kirby 


A year or two ago, such terms as “Technical Assistance’’ 
and “Point Four” appeared every day in the newspapers. The 
programmes (both of the United States and the United 
Nations) aiming at international collaboration for the develop- 
ment of “backward” or technically “underdeveloped” countries, 
were widely discussed. These proposals made an appeal to the 
imagination of many people. A vivid publicity was built. up 
around them. 

More recently, this interest and publicity have however 
died down. There has even been some reaction against the 
policy of ‘‘Development” and the expectations which it had 
previously aroused. The causes of this reaction are diverse 
and complicated. In the first place, the expectations were 
in any case over-optimistic. This was presumably - because 
they came at a time, three or four years after the war, when 
the world economy was just beginning to settle down after 
the war and postwar turmoil. _ Various national revolutions 
had also been effected, in Asia particularly. In general there 
was at that time the feeling that a corner had been turned 
and that new vistas were in sight—the wider and more per- 
manent prospects of peacetime development. 


In the second place, however, there was the ‘stable con- 
sideration that the Development Concept ‘was assumed to be 
backed by the enormous physical and economic resources of the 
United States, quite apart from the possible contributions of 
other big suppliers in North and South America and in 
Kurope. United States “Aid” in various forms had~ been 
poured out, on a scale almost incredibly lavish, in the years 
immediately after the war. Most of this was in the form of 


gifts for Relief and of Rehabilitation; another part consisted of. 


loans for Reconstruction. Most of it was given free of any 
charge and without return; in no case wefe any onerous or 
unreasonable conditions imposed.or suggested. These were 
acts of generosity and goodwill absolutely unparalleled in 
history; against this background some of the carping criticism 
—especially in some countries which have benefited to the 
extent of a large part of their own national income or budget— 
appears very petty. 


If so much was forthcoming for operations on the plane 
of charity, however, the expectation was aroused that still 
more astronomical sums would be allocated for the further 
measures Of Development: which, by comparison, were on the 
plane of major and long-term programmes of business invest- 
ment. When the grants proposed under “Point Four” or 
Technical Assistance by the U.S. were stated in terms of the 
comparatively trifling sum of $26 million, and subsequently 
cut still further by about one third, there was naturally dis- 
appointment and some sarcastic comment. The American 


capacity for temporary enthusiasms, coupled with American 
skill in day-to-day publicity—liable to be switched to some 


other theme the next day—is perhaps partly to blame for this 


unsettling effect, which might have been avoided by a more 
farsighted presentation. 

There is still, however, a third reason why circumstances 
conspired to give the impression that the plans for Develop- 


ment, and the high purposes underlying them, had been for-. 


gotten or revoked. Namely that the Free Nations turned, 
from the time of the Korean outbreak, wholeheartedly to Re- 
armament, on a scale which may absorb all their resources, 


energies and determination. The conclusions were widely 


drawn that: either the Rearmament conception displaced the 
Development conception, and put it out of court, or that De- 
partment was at least postponed, and must wait till Rearma- 
ment was complete. 

* 


These conclusions are to a large extent erroneous. The 


true picture is complicated, and the broad conditions of the 
problem are still liable to change to such an extent as to make 
confident predictions impossible; nevertheless it can be said 
that the pessimistic conclusions are largely unjustified. 

The aims and methods of what may, for short, be called 
“Development” are an absolutely basic and indispensable part 
of the United-Nations-idea. They will not and cannot. be 
abandoned or minimised so long as the United Nations Or- 
ganisation has any existence, or its ideals retain any influence. 


The promotion of “higher standards of living, full employ- 


ment, and conditions of economic and social progress and de- 
velopment,” by international agreement, is one of the first 
and most basic pledges in the United Nations Charter, the 
the very raison d’etre of the whole Organisation, to which all 
its members are unreservedly committed. It is placed right 
alongside the other main purpose of the U.N., the maintenance 
of Peace. It is in fact presented as an essential and in- 
escapable part. of the task of maintaining peace, in explicit 
recognition of the fact that there cannot be a true Peace if 
there are acute economic stresses or disparities. 


Accordingly, work on the Development theme has gone 


on just as persistently, and on no less a scale, than work on 
the connected themes of Peace and arbitration. In the last 
analysis, the mere avoidance of war is but a negative aim, and 
the best minds must look beyond it to the positive task of 
creating peace. The preconditions of the latter are security of 
livelihood, and a framework of international cooperation. 
The following is a summary of what has happened in this 


field to date, in and through the framework of United Nations 
activities. 


The Japanese Government, it is empha-. 
It should 
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From the start, the U.N. Organisation’s General Assembly 


divided—on the lines of the general division indicated above 
—into two main “Councils.” One, the Security Council, deals 
with the aspect which has above been called “Peace.” The 
other, the Economic and Social Council (ECOSOC) deals with 
all matters of economic or social progress. ECOSOC estab- 
lished, at its first session in 1946, a Commission to advise it on 
problems of “economic development of. underdeveloped’ areas.’ 
The thirteenth session of BCOSOC (1951) has recently beén 
“concluded. In the meantime, its work on the subject has been 
continuous, and a great dgal of information and experience has 
been acquired. 

Under ECOSOC are the Regional Economic Commissions 
established as permanent centres in and for the principal 
Regions of the world: ECE (the Economic Commission for 
Europe), ECAFE (Economic Commission for Asia and the Far 
East) and ECLA (Economic Commission for Latin America). 
This gives the ‘‘horizontal” basis of organisation, by areas. 
Interlocking. there is the “‘vertical’’ basis of organisation in 
which each particular aspect of technical specialisation, each 
“special subject” is given to an expert body having worldwide 
competence within its own technical field. Thus, for example, 
there is the Food and Agriculture Organisation (FAO) attend- 
ing to all matters of food and farming; the World Health Or- 
ganisation for matters of health; etc, etc. These bodies are 
known as the “Specialised Agencies” of the U.N. These were 
of course already in full and active existence before the 
“Point Four’’ proposal was raised. 


One of the main headings has from the start been 
Activity in this direction began in 


“Technical Assistance.” 
1947 when nine countries requested the U.N. to furnish tech- 
nical experts to advise them, and this request was met by 
sending 24 technicians. Similarly arrangements have been 
made, on an increasing scale, in each subsequent year. 

Following on President Truman’s famous “Fourth Point” 
statement, ECOSOC launched in 1949 what it termed the 
“Expanded Programme of Technical Assistance.” The word 
“expanded”’ signifies that the procedure had actually been im- 
plemented for three years already. For the administration of 
this programme, ECOSOC established a Technical Assistance 
Committee (of representatives of all the member-countries) 
and a Technical Assistance Board (on which the governments 
and the Specialised Agencies were represented each with de- 
finite advisory or administrative functions. 

This Expanded Programme covered a. period.of 18 months, 
which is now drawing to a close: from July 1st 1950 to Decem- 
ber 3lst 1951. Its budget for that period was $(U.S.) 20 mil- 
lion, of which $3 million was to be kept unused as reserve. 


Fifty-four (54) nations pledged themselves to contribute the 


above amount between them, in cash or in kind. The Public 
Relations and Information work of the United Nations seems 
to be seriously defective, in this part of the world at least— 
through every allowance must be made for its difficulties. Here 
the general public believes, in the first instance, that Technical 
Assistance is an American project, in and from the United 
States above. In the record instance the public at large has 
the impression that T.A. was a passing “‘stunt” launched about 
two years ago, now forgotten or outdated. The above facts 
suffice to show that both these impressions are quite false. 
Ps 


Perhaps there will be a full report on the results of the 


sixty four (64) distinct countries and territories. 


expanded programme, after its conclusion at the end of 1951, 
which will receive publicity in some wide and suitable form. 


‘So far there is one document which seems conveniently to 


present the results and conclusions, more or less up to date; 
but it is a formal document, not a popularisation. ‘It is the 
3rd Report of the Technical Assistance Board (UN ref. No. 
K/2054, dated July 19, 1951). 


This shows that considerable progress had been achieved 
in the preceding two years. The foundations of policy and 
organisation were solidly laid; and, from the point of view 
of direct returns in immediate increases of output, it appears 
that this Technical Assistance scheme has been more produc- 
tive of physical results than any other international scheme of 
our day, in proportion to the scale of investment involved. 

As at June 30th last, more than 500 applications had been 
received for Technical Assistance, from the governments of 
What these 
requests involved was always the finding, recruitment and 
despatch abroad of suitable and qualified specialists or techni- 
cians. Suitability of personal character and temperament are 
considered, as well as mere technical competence; care is 
taken. to see that selected men fully understand and sympa- 
thise with the social and psychological conditions and aspira- 
tions of the communities in which they are going to live and 
work. In conditions of full employment—indeed over-employ- 
ment—of all skilled and specialist labour in all the leading 
industrial countries, the difficulties of such. enlistment are 
evident. In many cases, the equipment and installations have 
to be found and provided, along with the technicians; the 
present difficulties of procurement and delivery of laboratory 
equipment, special plant and machinery, etc, may also be 
imagined. | 

* But the task has been effected. In June 1951, fifty out 


of the sixty-four countries applying had received, or were 


receiving, the required Technical Assistance. 250 agreements 
had been concluded with 45 governments, making 741 experts 
available, and in addition providing 551 Fellowships (i.e. grants 
or scholarships for researches, practical work or high-grade 
training of field, factory or laboratory personnel). 

Still more agreements and grants of these types were 
pending, as of June 1951, and the pace of the scheme’s progress 
has been much quickened in the second half of the present 
year. The Report records negotiations in progress (at June 
1951) for the provésion, additional to the above-mentioned 
arrangements already concluded, of 674 more experts and 
590 more Fellowships by the end of 1951. 


* 


The above gives only a few factual indications about the 
reality and importance of the U.N. Technical Assistance 
Scheme to date. It may serve initially to dispel some mis- 
apprehensions, and unfounded pessimism about the present 
state of the scheme. But it still does not give a full account 
of the activities in the field of Technical Assistance itself—let 
alone going further into various contingent fields of U.N. 
activity. The latter must really be understood and considered 
in the same connection, if the question of Technical Assistance 
is to be properly appreciated. These matters may be dis- 
cussed in a subsequent article; meanwhile, the present may 
serve to shaw that Technical Assistance and Development are 
far from being “dead’’ issues. 


PROSPECTS FOR CHINA’S TRADE WITH SOVIET BLOC 


The Polish delegate to the UN Economic and Social 
Council at Geneva lately treated the Council to his views on the 
economic situation in the Far East. He was particularly 
concerned with the way in which “US occupation of Japan 


is eliminating peaceful Japanese industry”’. - Poland, he said, 
was anxiously watching this ‘situation. Poland’s “anxiety” is 
more than a figure of speech. In addition to her post-war 


recontruction, deliveries to the USSR, domestic rearmament 


| 
| 


cr ww 
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and the heavy burden of industrial development, she has now 
been saddled with the main responsibility for conveying and 
(with Czechoslovakia) of providing perhaps the greater part of 
Communist ‘China’s industrial needs. 

Ever since Chinese economic delegations began to arrive 
in Eastern Europe in the spring of this year to discuss sources 
of supply and methods of transport, the screw on the Polish 
and Czechoslovak workers has been still further tightened up. 
Czech “norms” of work are now again being raised, this time 


_by about ten per cent, which means proportionately lower 


wages for the same amount of work. Now that the shoe 
pinches so intolerably, it is no wonder that the Poles look 
ruefully at Japan, which is better able than themselves to 
produce what China needs. 


In theory, of course, China is the yeaponsibility of Soviet 
Russia, which has undertaken to supply the goods and credits 
needed to modernize the agriculture and build up the industries 
of this huge ally. The facts are, however, that Russia is quite 
unable herself to discharge these obligations. The credit of 
300 million dollars offered in February 1950 was pitifully small 
and must by now be exhausted. The goods that China most 
needs, such as tractors and combine harvesters, are in short 
supply also in Russia, and the European satellite Governments 
are clamouring for them in order to —s — their policies 
of farm collectivization. 


As long ago as the summer of 1950 the first Soviet har- 
vester-combine to.arrive in China was demonstrated with a 
flurry of propaganda. In February this year the Russians were 
talking about 320 mechanized farms in China, using Soviet. 
machines. The more modest truth filtered out this month in 
a news item from the official Chinese agency, speaking of 
experiments in the use of Russian “horse-drawn agricultural 
implements in selected villages”. Whoever else may have 
illusions, the Chinese have not: ! 


The Russians themselves have to shuttle their own tractote 
from the early-harvest areas to the late ones, because there are 
not enough to go round. In one case during the recent harvest 
this involved sending 4,000 tractors and 5,000 men several 
thousand miles by railroad, thus helping to clog further a 
communications system that is inadequate for internal needs 


Europe. 


and cannot begin to transport goods to China on anything like. 


an adequate scale. 
: Moreover, the cost of rail transport from the industrial 
west of the Communist empire to the east would be prohibitive. 


Hence the European satellites have not only. to provide: the 
goods but transport them. Poland may now have thirteen ships 


plying between Gdynia and Taku Bar, in China, and East 
Germany will in a few months lay down the first of a series of 
ships designed for trade with China. One of the Polish ships 


had already made her second return trip by April of this year, 


but the bulk of the effort has been made since then. 
Both Poland and Czechoslovakia have made trade agree- 
ments with China. The Czechs are to increase their trade 


fourfold over the 1950 figure before the end of the present year,. 


supplying heavy and precision engineering goods, transport 
materials and chemicals. The Poles expected a sixfold increase 
over 1950 and a twelvefold increase over the pre-war figure. 


Polish exports to China and Manchuria normally amounted to — 


only about £200,000 before the war and thus the new figure, 


however it may be calculated—for the Polish zloty is now link- . 


ed with the overvalued rouble—is still not very great by com- 


parison with Chinese needs. But from the Polish point of 


view it means skimming a large amount of the nation’s indus- 
trial cream—its machinery, metals, lathes, chemicals and 
textiles. 


How ive the Poles, Czechs and the other Eastern Euro-. 


peans to be paid? The goods that China can supply are either, 
like soya beans. tea and hog bristles, needed in only limited 
quantities, or are by comparison cheap for their bulk, like iron 
ore. In part the payment is made, as has been done for 
rearmament and supplies to the USSR, by raising industrial 
“norms”, that is by lowering: living standards in Eastern 
It is to be assumed trade is further financed by 
some form of rouble balances operated from Moscow, which 


would not wish in any case to accept the risks of direct rela- 


tions between the east and western peripheries of the empire. 
The success of this robbing Peter more than he can afford to 
pay Paul less than he needs depends on Soviet willingness to 
let credit facilities mount, on Polish and Czech willingness to 
be exploited still further and, not least, on Chinese ability to 
wait indefinitely. ; 


POSTWAR FOREIGN INVESTMENTS IN JAPAN 


As a means for reconstructing the war-devastated Jap- 
anese economy to a level capable of standing on its own feet, 
the need was universally recognized by Japanese circles of in- 
ducting superior foreign technical know-how and foreign 
capital investments in order to bring the backward Japan2se 
industries up to the international level and to cover deficiencics 
in raw materials, equipment and capital funds. Generally 
speaking, at first the attitude of official circles was rather 
passive and skeptical. ‘The Anti-Monopoly Law, th2 Cab‘net 
Order Concerning the Acquisition of Property and/or Rights 
by Foreign Nationals,-and the Cabinet Order Concerning Busi- 
ness Activities of Foreign Nationals tended, because of their 
restrictive features, to impede or discourage foreign invest- 
ments in Japan. With the passage of time, however, the 
urgent need of inducting foreign investments came to be 
increasingly felt and to facilitate their induction legis!ative 
measures were adopted—the Anti-Monopoly Law was revised, 
a special preferential tax treatment was aecorded to income 
earned by certain categories of foreign residents and corpora- 
tions whose services are essential to Japan, and the Foreign 
Investment Law was enacted. | 


Following the creation of a favorable climate for foreign 
investments by the adoption of these legislative measures, the 
amount of foreign investments (including technical assistance; 


hereinafter the same) increased month by month, as revealed 


in the statistics of foreign investments up to June 30, 1951. 


announced recently by the Foreign Investment Commission, 
which has the following functions: 


(1) To yalidate the conclusion of technological assistance 
contracts between foreign investors and Japanese enterprises. 
(2) To validate, or to receive reports on, the acquisition by 
foreign investors of stocks, proprietary interests, corporate 
bonds, or claimable assets arising from loans. (3) To vali- 
date the acquisition by foreign nationals of real property and 
other property in Japan. (4) To grant lcenses to foreign 
naticnals for commencing specific business activities. (5) To 
validate the acquisition by foreign governments of real proper- 
ty in Japan. | 

A noteworthy increase in foreign investments has taken 
place following the enacting of the Foreign Investment Law, 
whereby foreign investments have been encouraged by the 
establishment of the principles applicable to foreign invest- 


ments and the assurance of the remittance abroad of the 


earnings on foreign investments. 


Technological Assistance Contracts 
During the period from March 15, 1949 when the Cabinet 


Order Concerning the Acquisition. of Property and/or Rights | 
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by Foreign Nationals (Cabinet Order No. 51 of 1949) was pro- 
mulgated to June 1950 when the Foreign Investment Law was 
enforced, 12 technological assistance contracts were con- 
cluded. "Such contracts were most numerous in the chemical 
and shipbuilding industries, followed by the machinery and 
equipment industry. The United States headed the list of 
countries lending technological assistance, followed by Swit- 
zerland and the United Kingdom. 

Foilowing the enforcement of the Foreign Investment 
Law in June 1950, the number of technological assistance con- 
tracts steadily increased, totalling 80 by June 30, 1951. A break- 
down by industries shows that the machinery and equipment in- 
dustry accounted for the largest number, followed by the chemi- 
cal, shipbuilding-and-transportation equipment and metal in- 
dustries. The United States was by far the largest contri- 
butor of technological assistance, followed by Switzerland and 
Sweden. Most of these contracts were for ten years, while 
the longest duration was 20 years and the shortest two years. 
Japanese corporations which have entered into technological 


- assistance contracts with foreign companies are generally large 


corporations, the majority of them having capital stock of 
Y50 million or more each. 


Besides concluding technological assistance contracts, some 


of the foreign companies have also acquired stock interests in 
the respective Japanese companies in order to participate in 
the latter’s management. Such cases of dual affiliation 
through both technological assistance and capital participa- 


tion, however, have been relatively small in number, there 


being only 14 such cases as of June 30, 1951. 


Foreign Investor (nationality) 
B. F. Goodrich Co. (U.S.A.) 
{ 2) Westinghouse Electric Interna- 
. tional Co. (U.S.A.) 
( 3) National Cash Register Co. 
(U.S.A.) 


Japanese investee 
Yokohama Rubber Co., Ltd. 
Mitsubishi Electric Co., Ltd. 


National Cash Register Co., 
(Japan), Ltd. 

Toyo Carrier Kogyo Co., Ltd. 

Ferro-Nippon Co., Ltd. 


( 4) Carrier Corporation (U.S.A.) 

( 5) Ferro Enamel Corporation ~ 
(U.8S.A.) 

( 6) Oscar Kohorn & Co. (U.S.A.) 

( 7) Remington Rand, Inc. (U.S.A.) 

( 8) B. F. Goodrich Chemical Co. 
(U.S.A.) 

( 9) Reichhold Chemicals, Inc. 
U.S.A.) 


Kohorn Export Co., Ltd. 
Japan Remington Rand, Inc. 
Japanese Zeon Co., Ltd. 


Japan Reichhold Chemicals, Inc. 


(10) Goodyear Tire & Rubber Co. Nippon Goodyear K.K. 
(U.S.A.) 


(11) International Standard Electric 
Corp. (U.S.A.) 

(12) Palama Shoe Co. (U.S.A.) 

(13) Otis Elevator Co. (U.S.A.) 

(14) Dunlop Rubber Co. (U.K.) 


Incidentally, the Japanese investee companies mentioned 
in (5) to (10) above are all new companies established jointly 


by foreign and Japanese interests in connection with the con- 
clusion of technological assistance contracts between them. 


Sumitomo Electric Industries, Ltd. 


Toyo Shoe Industry Co., Ltd. 
Toyo Otis Elevator Co., Ltd. | 


As to the considerations for technological assistance, pay- * 


ment of royalty at a fixed rate on the sales proceeds of the 
products is the rule in the majority of cases.. In rare cases 
the contracts guarantee payment of a minimum amount when 
the royalty fails to reach a specified amount, while others pro- 
vide for an initial payment of a certain amount. Royalties 


paid under technological assistance contracts up to June 30, 


1951 totalled a little less than US$770,000. 


Acquisition of Stocks 


Up to the time of the enforcement of the Foreign In- 
vestment Law in June 1950 there were 130 cases of acquisition 
of stocks of Japanese corporations by foreign nationals. They 
involved 4,005,924 shares with a total acquisition value of 
Y215,689,938. Of these.130 cases, 107 cases represented sim- 
ple stock investments by individuals, while the remaining 23 
cases represented stock investments by foreign corporations 
for the purpose of participating in the management of Jap- 


anese corporations. Although there were a large number of . 


investments by individuals, 
amount involved were small. 


the number of shares and the 


Toa Nenryo Kogyo Co., Ltd. 


_ International Business Machines 


‘Dunlop Rubber Co. (Japan), Ltd. © 


The majority of the shares were 


acquired by foreign corporations, and most of these invest- 
ments were made in the Japanese oil industry, followed by 
rubber, textile, glass-clay-and stone, and trading enterprises. 
The majority of the investors were of American nationality, 
with Chinese and British nationalities coming next. In the 
majority of the cases, foreign currencies were used as the 
means of acquiring stocks. 

Following the enforcement of the Foreign Investment 
Law, especially after its revision in April 1951, there was a 
sharp increase in the number of investment cases, the number 
of shares and the amount of their acquisition value. Up to 
the end of June 1951 there were 171 investment cases involv- 
ing 47,254,350 shares with a total acquisition value of Y1,824,- 
058,870. A breakdown of the investments by industries shows 


that the. oil industry topped the list, followed by the rubber- 


and-leather, real estate, chemical and 
ment industries in the order given. As to the nationalities of 
the investors, the United States continued to rank first, fol- 
lowed by the United Kingdom and China. As to the means 
used for the acquisition of stocks, 97% was paid in foreign 
currencies and/or their equivalent in goods (chiefly oil) and 
only 3% was paid in yen currency. 

As a result of these investments, foreign investors have 
come to possess 50% or more stock interests in the following 
principal Japanese companies (with a _ capital 
Y10,000,000 or more each): 


Japanese company Foreign investor ( nationality) 
Standard Vacuum Oil Co. (U.S.A.) 
Tide Water Associated Oil Co. (U.S.A.) 
Caltex Oil Products Co. (U.S.A.) 
General Commercial Corp. (India) 
Yang Yuan (China) 
Oscar Kohorn & Co., Ltd. (U.S.A.) 
East Asiatic Co., Ltd. (Denmark) 
Julius Mueller (U.S.A.) 
International Business Machines Corp. 
Co. of Japan, Ltd. (U.S.A.) 
Nippon Remington Rand, Inc. Remington Rand, Inc. (U.S.A.) 
National Cash Register Co. National Cash Register Co. (U.S.A.) 
(Japan), Ltd. 7 
Teikoku Seishi Co., Ltd. J. & P. Coats, Ltd. (United Kingdom) 
Shell Oil Co. (Japan), Ltd. Shell Oil Co. (United Kingdom) 
Dunlop Rubber Co. (Japan) Ltd. Dunlop Rubber Co. (United Kingdom) 
Fuji Shokki K.K. E. C. Ltd: (U.8S.A.) 
Toyama Fishing Net Mfg. Co. ‘Ltd. Linen Thread Co.,. Ltd. (United 
Kingdom) 


Mitsubishi Oil Co., Ltd. 
Koa Oil Co., Ltd. 

Shinko Menka Co., Ltd. | 
Shinozaki Bussan Co., Ltd. 
Kohorn Export Co., Ltd. 
Kyokko Trading Co., Ltd. 
Kaigai Trading Co., Ltd. 


Acquisition of Corporate Bonds and Grant of Loans 
There has been so far no case of acquisition of corporate 
bonds under the Foreign Investment Law. However, there 


have been three cases of extension of loans by foreign cor- — 
_ porations involving a total amount of US$701, 000 (Y252, 360. - 


000). 


‘Remittances Abroad 
Under the provision of the Pitan Investment Law as- 


suring permission to remit abroad the royalties for technologi- 


cal assistance, dividends on shares and the principal and in- . 


terest on corporate bonds and loans, a total of US$791,473 was 
remitted abroad up to June 30, 1951. Of this amount, all 
except about US$20,000 in dividends consisted of royalties for 
technological assistance. 
commenced in September 1950 and a significant increase in 
their amount took place in December 1950 owing to the ac- 
cumulation of royalties resulting from the gradual implementa- 
tion of technological assistance contracts concluded previously. 


Business Activities 


There are two ways of licensing the Seilabal activities of 
foreign’ investors.” One way is licensing by the various com- 


petent agencies after consulting the Foreign Investment Com- 
mission, while the other way is licensing directly by the | 


Commission. 

During the period from November 1949 to June 30, 1951 
there were 25 cases of licensing or other actions by the com- 
petent government agencies in which the Foreign Investment 


stock of | 


Such remittances of royalties were . 


| 

| 

| 
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Commission concurred. ' These comprised mostly ‘the establish- . 


ment of branches of foreign insurance companies, while others 
included the.establishment of bank offices and transportation 
business. 
in January 1950 of the Cabinet Order Concerning Business Acti- 
vities of Foreign Nationals, 11 foreign banks had set up 
branches in Japan under license.from the Minister of Finance 


and 28 insurance companies had resumed ‘business activities 


under revived prewar licenses. 

Licenses granted directly by the Comridinabon up to % une 
30, 1951 totalled 125 cases. The largest number of cases up 
to March 31, 1951 were accounted for by shipping agencies and 


aeronautical transportation business, followed by professions re- — 


quiring special qualifications, such as technical advisers, law- 
yers, insurance agents, certified public accountants and physi- 
cians. With respect to their nationalities, the United 
States ranked first, followed by the United Kingdom. 


Acquisition of Real Property 

Up to June_30, 1951 there were 229 cases of acquisition of 
real property, etc. by foreign nationals. They included acquisi- 
tion of real property (comprising land, buidings,. etc.) and 


superfices, most of which are used for offices and residences of | 


forejgn investors engaged in business activities here in Japan. 
The oil industry accounted for the largest number of such ac- 


quisitions, followed by the banking and insurance businesses and’ 


religious and educational activities. American’ nationals ac- 
counted for the majority of these. acquisitions, followed by 
British and French nationals. 


In addition to the above acquisitions of.real property, etc. 


under the Cabinet Order Concerning the Acquisition of pro- 
perty and/or Rights by Foreign Nationals, there were up to 
the end of March 1951 1,448 cases (total value of Y548,886,655) 
of acquisitions of land and buildings for the personal residen- 
tial use.of foreign nationals, for which no validation is meguires 
under the above-cited Cabinet Order. — 


Acquisition of Real Property by Foreign Governments 


Up to June 30, 1951 ‘acquisition by foreign governments of ; 


the ownership or leaseholds of real property totalled 14 cases 
involving 33,523 tsubo (a tsubo equals 3,954 sq. yds.), of which 
nine cases involving 25,651 tsubo represented ownership, while 
five cases involving 7,872 tsubo represented leaseholds. So far 
the United States Government is the only foreign government 
that has acquired real property in Japan, and the purpose of 


such acquisition was to provide residential quarters for the — 


officials of the wanted States Government. 


Conclusion 


The foregoing description of the progress of foreign 
investment in Japan has revealed the steady increase in foreign 
investments in Japan following the adoption of legislative and 
economic measures designed to create a favorable climate for 
foreign investments. Especially since April 1951 there has 
been a significant increase in such investments and at the same 
time the amount of remittances abroad representing royalties 
for foreign technological assistance and dividends on foreign 
investments here has steadily increased. 


The progressive increase in foreign investments in Japan 
will no doubt bring about a significant improvement and pro- 
gress in the industrial technology of Japan, which has remained 
static for over ten years, and will further stimulate Japanese 
industrial activity by supplying badly needed funds and 
materials. It is expected that foreign investments will thereby 
contribute a great deal to the rehabilitation of the Japanese 
economy and help bring it back to the chain of world economy 
in the near future. The fact that, despite the continuation of 
hostilities in neighboring Korea, foreign investments in Japan 
have steadily increased is an encouraging indication of the 
high evaluation by foreign investors of the position of. the 
Japanese economy in Southeast Asia, Japan’s past economic 
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In addition to these cases, prior-to the enforcement © 


_ Strength and its strong postwar reviving power. In order that 
‘Japan should not -betray this trust on the part of foreign 
investors, it behooves the Japanese to exert further efforts 


to build a solid foundation necessary for attracting foreign 


investments and to make the -most efficient use of the valuable 
funds, technology and materials made available through these 
investments. 
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‘ESTABLISHING A 


Introduction | 

This report provides a summary of the 
basic legal.requirements to assist persons 
interested in the establishment of business 
enterprises in Japan. It outlines the salient 
features of Japanese foreign investment 
laws and regulations, company law, book- 
keeping and accounts requirements, indus- 
trial property laws and regulations, tax 
laws, labor legislation, regulations concern- 
ing the-~sale of securities, and other 1m- 
portant. matters affecting the establish- 
ment and operation of,business enterprises 
in Japan by foreign nationals. 

Japan has achieved a degree of econo- 
mic and political stability mm the postwar 
period which may make investment by 
foreign nationals in certain fields attrac- 
tive. At the present time, however, Japan 
ip still under military occupation and sub- 

ject to administrative control of the Su- 
-preme Commander for the Allied Powers 


' (SCAP). Because it is not an independent 


country, Japan has concluded no formal 
treaties with other countries in the post- 
“war period. 

Laws Governing Establishment of Business 
Enterprises 

Under the new Japanese Constitution 
and applicable laws, foreign nationals 
have substantially the same rights and 
privileges: in nonpolitical fields as have 
Japanese nationals. The Japanese Govern- 
ment has taken legislative action in the 
postwar period to eliminate restrictions 
upon foreign nationals in the business 
field and, as a result, there are no unduly 
restrictive provisions currently existent in 
Japanese laws. : 
The’ principal laws governing establish- 

ment of business enterprises in Japan by 
foreign nationals are the Foreign Invest- 
ment Law of May 10,:1950; the New Com- 
mercial Code of Japan, 
Cabinet Order 51 of March 15, 1949, Con- 
cerning the Acquisition of Properties and/ 
or Rights in Japan by Foreign Nationals; 
and Cabinet Order No. 3 of 1950—Order 
Concerning Business Activity of Foreiga 
Nationals. In addition, special laws are 
effective for the establishment of in- 
surance, banking, and shipping businesses 
and for the practice of the various profes- 
sions such as law, medicine, and public 
accountancy. 

Under present Japanese laws, foreign 
nationals are prohibited from engaging in 
coastwise shipping and gunpowder and 
explosive manufacture. Certain business 
activities, such as the production of salt, 
leaf tobacco, alcohol, and camphor, are 
Government monopolies and, although 
open to Japanese nationals or foreign na- 
tionals, are under strict Government con- 
trol. Under complete public ownership are 


tobacco manufacturing and_ telegraph, 
telephone, and’ mails. 
Foreign Investment Law 


This law, which establishes the over- 
all Japanese Government policy with re- 
. spect to foreign investments, is designed 
_..to ereate a sound basis for foreign 
investment in Japan, by limiting the in- 
duction of foreign investment to that 


as - amended; 
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which will contribute to the self-support 
and sound development of the Japanese 
economy and to the improvement of the 
international balance of payments; by 
providing for remittances arising from 
foreign investment; and by providing for 
adequate protection for such _ invest- 
ments.’’ A Foreign Investnient Commission 
has been established as the agency for 
accepting and approving applications for 


foreign investment; its authority is exer- 


cised in coordination with the interested 
Ministries of the Japanese Government. 


In accordance with the provisions of the 
Foreign Investment Law and Cabinet 
Order No. 51 of March 15, 1949, as amend- 
ed by Cabinet Order No. 252 of August 4, 
1950, the following require validation by 
the Foreign Investment Commission: 


1. Acquisition of title to stocks and 
shares other than acquisition of new stock 
issues based upon prior stock acquisitions. 


2. Acquisition of title to land and/or 
residences for business purposes and to 
commercial and industrial installations and 
plant and facilities attached thereto. 
(Acquisition of land and/or residences, 
buildings, and installations attached there- 
to, however, which are reasonably required 
by an individual for his full or part-time 
residence are not considered business pro- 
perties. ) 


3. Leases exceeding a 5 year period, 


mortgages or other hypothecations, and 
arrangements or options for future ac- 
quisition of properties in (1) and (2) 
above. 

4. Acquisition of rights to a proportion 


of the profits, sales, sale price, or output 


of an enterprise for a period exceeding 1 


year by transfer of patent rights or tech- 


nology; continuing technical or factory 
management assistance agreements; patent 
license agreements or similar contracts. 


5. Acquisition of rights to a fixed and 
periodic payment covering a period exceed- 
ing 1 year as consideration for transfer 
of patent rights or technology, continuing 
technical or management assistance agree- 
ments, patent license agreements or similar 
contracts. 


6. Acquisition of patents of Japanese 
origin and rights thereto. 


Acquisition of property interests and 
rights in the aforementioned categories by 
foreign nationals and foreign-controlled 
firms from Japanese nationals or firms 
have a proprietary interest, or from 
Japanese Government agencies requires 
SCAP (Supreme Commander for the Allied 
Powers) approval, in addition to valida- 
tion by the Japanese Government’s For- 
eign Investment Commission. 


Applications for validation for any of 
the property transactions must be submit- 
ted in quadruplicate in English and in 
sextuplet in Japanese to the Foreign 


‘Investment Commission through the main 


office of the Bank of Japan, Nihonbashi, 
Tokyo, or through any of its branches. 


The basic standards considered by the 
Foreign Investment Commission in evalu- 
ating applications for validation of trans- 
actions involving foreign capital are that: 


. public 


1, The proposed investment contribute, 


directly or indirectly, to the improvement 
of Japan’s international balance-of-pay- | 


ments position or assist in its economic 
rehabilitation. 
2. The property acquisition is necessary 


for carrying on present business activities. 
in the case of persons in continuous re- 


sidenee in Japan since September 2, 1945, 
or for the resumption of a prewar business 
activity in the case of restitution of 
prewar Allied property. 

3. “The property acquisition is necessary 
for attaining the object of the applicant’s 
business activity and that alternative 
means (except for those stipulated in (1) 
to (5) above, inclusive), such as leases 
or rentals not exceeding 5 years and pur- 
chase of bonds, are not practicable. . 

4. The acquisition, if made with yon 
funds, uses yen which were obtained 


legally 3 
5. The acquisition is made from an 


enterprise of which no material amount 
of the assets has been designated for 
reparations or. from which reparations 
removals are likely. 

6. The acquisition is made from an 
enterprise whith is not considered by com- 
petent authority to be subject to liquida- 
tion or reorganization. 


7. The property transactions are made 


in a manner free from fraud, duress, or — 


undue influence in any way assignable to 
the Occupation Forces. 

8.. The investment will result in a 
Significant contribution to the develop- 
ment of essential industries or public 


enterprises. 


9. The provisions of the proposed 
agreement are fair and in accordance with 
aJl applicable: Japanese laws. 


10. The investment appears necessary 
for the revival or continuation of existing 
technological contracts relating to essen- 
tial industries or public enterprises. 


The Foreign Investment Law specifica]. 
ly prohibits the Foreign Investment Com. 
mission from validating contracts or agree- 


ments involving the acquisition of stocks 


or proprietary interest in a Japanese 
juridical person (except as authorized by 
Cabinet Order) unless such acquisition 
creates additional assets or unless it con- 
stitutes part of an investment plan of a 
foreign national and is made with yen 
legally acquired by the conversion of for- 
eign exchange. 


The Foreign Investment Commission 
maintains a comprehensive list of foreign 
investment projects which are considered 
most essential. On the basis of such list, 
announcements are periodically 
made of those projects regarded as most 


essential and timely and which, therefore, 


will be given most favorable considera- 
tion. 


Licensing requirements for business 
activities.—A foreign national is required 
to obtain a license from the Foreign 
Investment Commission or from the ap- 
propriate agency of the Japanese Govern- 


ment in order to engage in the following 


business activities: (1) Banking, (2) 


| 

| 

| 
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insurance, (3) transportation, (4) com- 
munications, (5) electric and gas, (6) 
professional services, and (7) other busi- 
ness activities as may be specifically 
designated. National and local govern- 
ment agencies are required to consult the 
Foreign Investment Commission before 
authorizing, licensing, or disapproving 
action with respect to the above business 
and such others as may later be specified. 
Further, the Commission is empowered to 
issue licenses for lawyers, authorized ac- 
countants, doctors, and other professions 
requiring special qualifications. Licenses 
issued by the Commission do not waive 
any other validation, permission, or other 
disposition which may be required under 


other laws and regulations in regard to | 


the acquisition of materials, facilities, or 
services, or other transactions or actions. 
It is required that reports be filed with 
the Commission at the time a business 
activity licensed by the Commission is 
commenced or terminated; the Commis- 
sion may also request foreign nationals to 
make reports, or it may have an inspection 


made, as to the condition of the property 


concerned and all necessary documents 
relating to the operation of the business 
activity licensed. 

Licenses must be obtained from the 
Foreign Investment Board, SCAP, in 
order to engage in business, ‘‘___... involving 
admission or dissemination, commereiai or 
non-commercial, of magazines, books, 
motion pictures, news and _ photograph 
services, and other media of mass com- 
munication.__...’’ 

Remittances on foreign investments — 
There is no provision in current Japanese 
law which automatically provides for 
remittances on foreign investments. The 
Foreign Investment Liaw, however, em- 
powers the Foreign Investment Commis- 
sion to approve (within the limits of the 
foreign exchange budget provided for 
under the Foreign Exchange and Trade 
Control Law) contracts and agreementa 
for remittances of profits, dividends. 
returns for technological assistance. and 
other servicing of approved foreign invest- 
ments. Foreign nationals and foreign-con- 
trolled firms desirous of effecting arrange- 
ments involving remittance privileges 
must include such request in the foreign 
investment application. 

Protection of foreign investments—The 
Foreign Investment Law specifically pro- 
vides for protection of foreign capital in 
the event that the property in which 
foreign capital has been invested, or where 
of a juridical person which is in fact 
controlled by a foreign investor through 
ownership of stock or _ proprietory in- 
terest,’’ is expropriated or purchased. The 
law states that ‘‘.__. necessary funds shall 
be appropriated in the foreign exchange 
budget in order to assure payment to a 
foreign country of the amount receivable 
by the said foreign investor as the result 
of the said expropriation or compulsory 
purchase for the period of one year from 
the day of the reeeipt of the said 
amount.’’ 


Company Law 
The basic body of law governing or- 


ganisation . of enterprises is the New 
Commercial Code of Japan as amend- 


ate the whole or a part of the assets 


ed. The “new” Code was adopted 
in 1898, replacing the ‘‘old’’ Code of 
1890. The new Code has since been 
amended several times, culminating in the 
most recent amendment (Law No. 167 of 
May 10, 1950), which revises the so-called 
‘‘Company Law’’ section of the Code. 
This section now conforms to American 
company law in a number of respects. 
Since this amendment introduces many 
features entirely new to the Japanese 
business community and the legal pro- 
fession, the law is not to be enforced 
until July 1, 1951, in order to provide 
time for those coneerned to familiarize 
themselves with its provisions. There is 
nothing, however, to preclude compliance 
with the terms of the amendment before 
its legally effective enforcement date. 
Inasmuch as most foreigners interested 
in establishing a business in Japan will 
wish to avail themselves of the new, 
generally more advantageous provisions of 
the amendment, and, since it will be ob- 
ligatory after July 1, 1951, the discussion 
which follows is based on the ‘‘new’’ 
Code, including this latest amendment. 

According to the Code and general Jap- 
anese usage, ‘‘doing business’’ in Japan is 
interpreted as engaging in commercial 
transactions as a business. econ- 
stitutes ‘‘commercial transactions’’ is 
specifically stipulated in articles 501 and 
502, and an individual or company engaged 
in such transactions is regarded as a trader 
or businessman ‘‘doing business. ’’ 

Article 501 defines the following four 
types of transactions as ‘‘absolute com- 
mercial transactions’’ and states that any 
act falling under these categories is to be 
regarded as a commercial transaction 
whether or not the act is intentionally 
carried out as a business and regardless 
of who engages in it: 


‘*(1) a transaction the object of which 
is either the acquisition for value of 
movables, immovables or valuable in- 
struments with the intention of disposing 
of them at a profit, or the disposal of 
objects so acquired; (2) a contract for 
the supply of movables or valuable 
instruments which are to be acquired 


from others, and transactions the object. 


of which is to acquire them for value 
in order to carry out such contracts; (3) 
a transaction on exchanges; (4) a transac- 
tion relating to bills and other commercial 
paper.’’ Article 502, on the other hand, 
lists various types of commercial transae- 
tions, including manufacturing, process- 
ing, the supplying of electricity or gas, 
banking, insurance, ete., regarded as 
‘‘relative commercial transactions’’ (con- 
sidered as commercial transactions only 
when they are carried out as a business); 


such transactions when engaged in for 


the purpose of earning wages are not con- 
sidered commercial transactions. 

The section which follows discusses in 
some detail the requirements of Japanese 
law relating to organization and opera- 
tion of business organizations. 


Types of Business Organizations 

The Commercial Code defines a company 
(kaisha) as an association incorporated 
for the purpose of engaging in commercial 
transactions as a business. In. addition to 
the single entrepreneur, the following are 
the types of business organizations permis- 


name, his. - full 


sible: (1) gomei-kaisha . (partnership), 
(2) goshi-kaisha (limited partnership), 
and (3) Kabushiki-kaisha (stock cor- 
poration or joint-stock company). 

It is required that the trade name of 
companies organized in Japan. contain, in 
characters, the word indicating the type 
of company. Insurance companies are 
required to indicate in their trade nam2s 
the kind of imsurance business in which 
they are engaged. A bank must use the 
word ‘‘ginko” (bank) in its trade name 
and trust companies must use the word 
‘‘shintaku’’ as part of the trade name. 

According to the Code, the appropriate 
eourt may order the-dissolution of a com- 
pany for the following reasons: (a) 
When illegal intent was involved in the 
formation and registration; (b) when the 
compiny has without reasonable cause 
failed to commence business within 1 year 
from the time of its establishment, or has 
discontinued its business for 1 year; and 
(c) when a member or director of a com- 
pany has repeatedly exceeded or abused 
his authority, or violated eriminal laws 
following a written demand to discontinue 
by the Attorney General. 


Single Entrepreneur 


A trader within the meaning of the 
Code is a person who on his own behalf 
engages in commercial transactions as a 
business. Transactions effected by a 
trader for the purpose of his business are 
commercial transactions. The provisions 
relating to commercial registrations, trade 


names, and trade books contained in the. 


Commercial Code shall not apply to ‘‘pet- 
ty traders.’’ A trader may use his sur- 
name, or any 
other denomination as his _ trade 
name. No trade name which has 
been registered by another person shall 
be registered in the same locality in re- 
spect to the same business. A trade name 
may be transferred only in cases where 
it is transferred together with the business 
or where the business is discontinued. A 
person who fails to use his registered trade 
name for a period of 2 years, without any 
reasonable cause, shall be deomed to have 
ceased the use of such trade name. Re- 
quirements concerning records are discuss- 
ed in the action entitled ‘‘ Reeord-keeping 


requirements. ’’ 


Partnership 


The Code provides for two types of 
partnerships—the  gomei-kaisha (un- 
limited) and the goshi-kaisha (limited). 
In order to form a gomei-kaisha, articles 
of incorporation signed by each member 


- must contain the following information: 


(1) Object of the business; (2) trade 
name; (3) full name and permanent re- 
sidence of each member; (4) place of 
head office and of each branch office; (5) 
subject matter, value or the basis of 
valuation, or the contribution to be made 
by each member. Within 2 weeks after 
the registration of its formation, the fol- 
lowing particulars must be registered at 
the place of its principal office and the 
place of each branch office: . (a) The 
matters set forth in (1) to (4) above; 
(b) the period of duration or the causes 
for dissolution, if such have been 
determined, (c) the contribution of each 
member (in the case of a contribution in 
the form of property other than money, 


| 
| 
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its valu. and the part already perform- 
ed); and 41) provisions as to~representa- 
tion in ease two or more persons are to 
represent the company and the names of 
members who are to represent the company 
in cases in which some member or members 
are not to represent the partnership, 


A goshi-kaisha is composed of members 
with limited liability and those with un- 
limited liability. The provisions relating 
to gomei-kaisha (unlimited partnership) 
with respect to articles of incorporation 
and registration apply to goshi-kaisha, 
with the added provision that the articles 
of incorporation and other appropriate 
documents specify whether the liability 
of each member is limited or unlimited. 
Members of a goshi-kaisha having limited 
liability may only make their contribution 
in the form of money or other property. 
Requirements concerning records are dis- 
cussed in the section entitled ‘‘ Record- 
keeping requirements.’’ 


Stock Corporation 


The kabushiki-kaisha (stock corporation 
or joint-stock company) corresponds most 
nearly to American corporations and .s 
probably the form which Americans in- 


terested in organizing a Japanese company. 


will find most desirable. This. form there- 
fore, is discussed in greater detail in this 
circular than are the other forms. 


A kabushiki-kaisha must be composed 
of at least seven members. These members 
must draw up, sign, and register articles 
of incorporation containing the following 
information: (1) Object; (2) trade name; 
(3) total number of shares authorized to 
be issued; (4) par value of each share, 
if shares having par value are issued; 
(5) total number of shares authorized to 
be issued at the time of incorporation 
with a break-down of the number of par 


and nonpar value; (6) the minimum issue © 


price of all shares not having par value; 
(7) the place of the principal office and 
of each branch office; (8) the manner in 
which public notices are to be made; (9) 


the full name and permanent residence 


of each member making and signing the 
articles of incorporation; (10) a state- 
ment as to existence, restriction, or ex- 
clusion of the pre-emptive rights of share- 
holders, or the extension thereof to third 
persons, applicable with respect to shares 
authorized at the time of incorporation. 


The following provisions relating to 
the formation of the kabushiki-kaisha 
are not deemed valid unless ineluded in 
' the articles of incorporation: (a) Any 
special benefits to be received by the 
‘ promoters and the full names of such pro- 
moters; (b) the full names of the persons 


who subscribe in the form of property. 


other than money, the nature and value 
of such property, and ‘‘. , . whether shares 
to be given therefor are those having 
par value of those without par value, 
their classes and their number”; (c) pro- 
perty which is to be acquired ‘after the 
company comes into existence, with its 
value and the full name of the transferor; 
(d) the expenses of incorporation which 
are to be given to the promoters. Articles 
of incorporation must be acknowledged by 
a notary public. 


Contributions in the form of property 
other than money can be made only by 


promoters. If the promoters do not take 
all the shares to be issued at the time of 
incorporation, public subscriptions shall 
be invited. A person who intends to sub- 
scribe for shares shall file two copies of 
an application form indicating the number 
of shares for which he subscribes, giving 
his permanent residence. Payment of the 
issue price in full is to be made by the 
promoters on all the shares to be issued 
at the time of incorporation at the earliest 
possible time since an organizational 
meeting of the stockholders cannot be 
convened until such payment is made. 


Registration. A _ stock corporation 
must, within 2 weeks, register, at the place 
of its principal office and of each branch 
office, most of the information which 
must be ineluded in the articles of incor- 
poration plus certain other information as 
stipulated in article 188 of the Code. 
The 2-week period within which registra- 
tion is to be made begins from the day 
the general organization meeting is held 
unless the promoters have taken all the 
shares, in which case it begins with the 
day when the examination of the court’s 
representative is finished. The examiner 
is charged with the responsibility of seru- 
tinizing any special benefits granted to 
promoters and general compliance with 
the provisions of the Code relating to 
contributions other than money, the nature 
and value of such propertv and the 
number and kind of shares given them, 
the expenses of incorporation which are 
to be borne by the company, and the 
amount of compensation to be given to 
the promoters. 


Shares.—A stock corporation may issue 
par value and/or no par value shares and 
the liability of each shareholder is limited 
to the subscription price of his own shares. 
The value of all shares having par value 
must be equal and each par value share 
eannot be less than 500 ven and the issue 
price of par value shares eannot be less 
than its face value. Co-owners of shares 
(two or more persons) are jointly and 
severally lable for payments to the com- 
pany for the value of their shares. 


Each share certificate must have a 
serial number, the date on which the 
company was established, the total num- 
ber of shares, value of each par value 
share, the date of issuance of shares is- 
sued after the company was established, 
details as to each class of shares where 
there are two or more classes and certain 
other information as set forth in article 
222-5 of the Code if they are convertible 
shares. In cases where a company issues 
two or more classes of shares, special 
provisions may be made as to distribution 
of profits, interest, and surplus assets of 
each class of shares. 


Shares may be assigned to other persons 
and cannot be restricted or prohibited, 
even by the articles of incorporation, The 
company may provide in the articles of 
incorporation that it shall have transfer 
agents; in which case, the transfer agent 
enters the name and address of the trans- 
feree in a duplicate of the register of 
shareholders. The company may provide 
in the articles of incorporation that it 
shall not alter any entry in the register 
of shareholders for a period not exceeding 
60 days in order to determine who has the 


right to vote, receive dividends or exer- 
eise other rights as a shareholder. 


An important new provision of the Code 
is the introduction of authorized capital 
stock and nonpar value stock. The manage- 
ment of a stock corporation is authorized 
to issue the required amount of nonpar 
value stock to finance enterprises; the 
right to issue new shares, within the limits 
set forth in the articles of incorporation, 
rests with the board of directors. 


Directors and board of directors,—There 
must be three directors elected at a gen- 
eral meeting of the shareholders for a 
term not exceeding 2 years. The stock 
corporation may not’ require that the 
direetors be shareholders. The corporation 
may provide in the articles of incorpora- 
tion. that the election of directors be 


made by the system of cumulative voting 


but, irrespective of such provision, any 
shareholder or shareholders having at 
least 25 percent of the total number issued 
may request election by cumulative voting. 


Directors are required to conform to the 
provisions of law and the articles cf 
incorporation and execute the business of 
the company faithfully; they are jointly 
and severally liable to a third party 
damaged through their neglect of duty 
or by their conduct of the company’s 
business in bad faith. Directors are also 
held responsible for making false state- 
ments in various documents relative to 
the status of the company?s property. 
Directors are prohibited from receiving 
loans from the company or from transact- 
ing business on their own behalf without 
the approval of the board of directors. 


Provision is made for protection of the 
rights of minor shareholders in relation 
to the board of directors. Should a share- 
holder think that ‘‘irreparable damage 
may be caused to the company’’ when, 
action is not taken within 30 days after 
the request is made by a shareholder to 
enforce the liability of directors, he is 
entitled to institute a suit demanding 
injunction against the company. Should 
the shareholder lose the case, such share- 
holder would not be held liable for 
damage to the company unless ill-intent 
has been involved. A shareholder is fur- 
ther entitled to demand that the company 
suspend the issuance of shares if he be- 
lieves it is carried out ‘‘in a grossly un- 
fair manner or at a grossly unfair price.’’ 
Further protection is provided minor 
shareholders in the grant of cumulative 
voting power so that they may select 
directors more of their own choice. Minor 
shareholders are also provided the oppor- 
tunity of redeeming shares at fair value 
when such shareholders are opposed to 
amalgamation of the company or to trans- 
fer of the company’s business to a third 


party, even though the decision to do so — 


has been made at a shareholders’ meeting. 


Debentures.—Subscriptions for deben- 
tures may be invited on a resolution by 
the board of direetors. The total amount 
of debentures may not exceed the stated 
eapital and the reserve fund, except that, 
if the value of the property of the com- 
pany, as indicated in the last balance 
sheet, is not equal to the stated capital 
and the reserve fund, the value of the 
debentures may not exceed the value of 
the property. The amount of each deben- 
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‘ture may not be less than 20 yen. Second 
debenture issues may not be made until 
the first issues have been paid up in full. 


Convertible debentures may be issued 
by joint-stock companies in accordance 
with provisions included in the articles of 
incorporation, In the absence of a specific 
provision in the articles of incorporation 
to this effect, then by a resolution to 
alter the articles of incorporation, which 
requires a two-thirds vote of the share- 
holders present at a meeting who hold 
shares representing more than half of the 
total number of shares issued. With re- 
spect to the issuance of convertible de- 


bentures, it is required that the applica- 


tion form for the debentures, the deben- 
ture certificates, and the register of 
debenture contain the following provi- 
sions: (1) That the debentures may be 
converted into shares; (2) the condition 
of conversion; (3) particulars as to the 
kind of shares to be issued by conversion; 
and, (4) the period in which a demand for 
conversion may be made. | 


Alteration of articles of incorporation.— 
Any alteration of the articles of incor- 
poration requires a two-thirds vote of 
the shareholders present at a_ general 
meeting who own more than half of the 
total shares issued. 


The Code specifically provides that, 
with respect to inereasing the _ capital 
of the company, such increase may not 
exceed four times the total number of 
issued shares. Further, in increasing the 
total capitalization and number of shares, 
the existence, restriction, or exclu- 
sion of the pre-emptive rights of share- 
holders with respect to the shares to be 
issued by such inerease of the extension 
thereof to third persons shall be provided 
by the Articles of Incorporation.’’ A re- 
duction of capital may be voted in the 
same manner as for increase of capital. 
In cases where the number of shares is 
to be reduced, the company must notify 
the shareholders and make public notice 
of such intention, indicating the period 
during which stock certificates must be 
surrendered. 


Reorganization and dissolution.—Should 
the company be in danger of becoming 
insolvent or under other special cireum- 
stances, the appropriate court, upon ap- 
plication of a director or a shareholder 
holding shares representing 3 percent of 
the total number of issued shares con- 
tinuously for the 6 months preceding such 
application, may order the company to 
institute reorganization proceedings. Upon 
issuance of such an order, it shall be 
registered at the seat of the main office 
and each branch office of the company. 


A company may be dissolved for any 
of the following reasons: (1) Expiration 
of the period fixed for its life; (2) any 
reason specified in the articles of incor- 
poration; (3) amalgamation; (4) bank- 
ruptey; (5) decision of a court ordering 
dissolution; and, (6) upon resolution of 
a general meeting of the stockholders. In 
order to effect amalgamation, a written 
statement is required to that effect and 
that such agreement was approved at a 
general meeting of stockholders. Any 
shareholder who has given written notifi- 
cation prior to the general stockholders’ 
meeting that he is opposed to the amal- 


gamation and also indicates such opposi- 


tion at the general meeting, may, after 


approval of amalgamation, demand pay- 
ment of the fair value of his shares. 
The dissolution of a company other 
than by amalgamation with another or by 
bankruptey results in the automatic ap- 


pointment of the directors as 
liquidators. The liquidators re- 
quired without delay to prepare and 


file with the appropriate court an inven- 
tory statement and a balance sheet for 
submission to a general  stoekholders’ 
meeting. The net assets of the corpora- 
tion must be distributed to the share- 
holders according to the number of shares 
held, except in the case of preferred 
shares for which other provisions may 
have been made. 7 


Reeord-keeping requirements.—The Com- 
mercial Code requires that traders keep 
books in which daily transactions and all 
other matters relating to, and affecting, 
the property of such traders are recorded. 
With respect to retail transactions, a 
record of only the total daily receipts 
need be maintained, with separation 
made between cash and credit sales. It 
is further required that, at the time a 
trader begins business and at a specified 
time each year thereafter, there shall be 
prepared a general inventory of movables, 
immovables, claims and obligations, and 
any other property, and a balance sheet. 


A company is required to prepare the 
various accounting documents 
to above at the time of its formation and 
also ‘‘. . . at the end of each term for the 
settlement of accounts.’’ The directors 
of a company must submit to the auditors 
of the company 2 weeks’ before each 
general meeting documents covering 
inventory of assets, balance sheets, 
business report, ‘profit-and-loss account, 
and recommendations as to the amount 
that should be credited to the reserve 
fund and for distribution as dividends. 


Under Law No. 71 of 1950 (a recent 
revision of the Income Tax Law of 1947), 
individuals and corporations who maintain 
accounting records aceording to standards 
prescribed by the Minister of Finance 
may receive benefits denied other tax- 
payers; those who follow the prescribed 
procedures can use the provisions of the 
Law covering fluctuating income, carry 


baek and carry forward of business losses, — 


and the revaluation and increased deprecia- 
tion allowances. 


The Code requires that every trader and 
eompany preserve trade books and other 
important records relating to the business 
for a period of 10 years. 


Issuance and sale of securities —The 
Japanese Securities and Exchanges Law 
provides that no security shall be issued 
or sold by public offering unless the 
issuer files a registration certificate, in 
triplicate, containing such data as the 
objective, trade name, matters pertain- 
ing to capital or subscription, names 
and addresses. of officers, promoters, 
under-writers, and stockholders, descrip- 
tion of the security concerned, etc., with 
the Securities and Exchanges Commission. 
The registration statement shall be 
signed by all of the promoters or 
officers; in case of a foreign company, by 
its representative in Japan. The registra- 


referred 


tion statement shall be accompanied by the 
articles of incorporation, application for 
the acceptance of stocks or debentures, 
prospects, financial statements, and other 
relevant documents. 


Branch of Foreign Corporation 


Japanese company law contains no 
discriminatory provisions with respect to 
operations of branches of foreign corpora- 
tions. Foreign companies intending to 
engage regularly in business in Japan 
must appoint a suitable representative, 
establish an office, register with the 
appropriate agency, and give public notice 
of these actions; and are required to 
provide the same particulars with respect 
to registration and public notice as 
required of a branch office of a company 
organized under Japanese law either of 
the same nature or of the same general 
class. In addition, a foreign company is 
required in its registry to state its home 
eountry and the _ political subdivision 
thereof under which it was organized, 
together with the full name and permanent 
residence of its representative in Japan. 
Such representative has authority to 
perform all acts in’ or out of court 
relating to the business of the company. 
Foreign companies are prohibited from 


engaging in commercial transactions 
prior to registration. Any person engag- 
ing in commercial transactions in 


contravention of the registration and other 
requirements of the Code, as indicated, 
shall be jointly and severally liable with 
the company for commercial transactions 
handled by him; penalties of not over 
300,000 yen are provided for those fail- 

ing to register. : 


A business of a foreign company may 
be closed by court order on application : 
of the Attorney General, a creditor, a 
shareholder, or any other interested party. 
for the following reasons: (1) Illegal 
intent involved in establishment of the 
business office; (2) failure of the office, 
without just cause, to commence business 
within 1 year of date of registration, or 
discontinuance of the business for a period 
of less than 1 year; (3) suspending pay- 
ment without just cause; and, (4) 
continued or repeated acts on the part 
of the representative of the company 
administering its affairs which exceed 
or abuse the authority contained in 
applicable laws and regulations. Require- 
ments discussed under the sections entitled 
‘*Record-keeping requirements ” and 
‘‘Tssuance and sale of securities’’ also 
apply to branches of foreign firms. 


Commercial Agent 

Foreign businessmen may employ a 
Japanese national or foreign national 
resident in Japan as a commercial,agent. 
Such agent is subject to the provisions of 
applicable Japanese laws in the conduct 
of business on behalf of his, principal. 
The Code defines a commercial agent as , 
one who, without being an employee, 
habitually acts on behalf of a particular 
principal, as agent or intermediary in 


transactions included in the business 
activities generally conducted by such 
principal. Where agents and principals 


have not fixed a specific term of contract, 
either may terminate the business rela- 
tionship on 2 months’ notice, It 18 
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provided, however, that ‘‘where unavoid- 
able reasons exist, either party may 
terminate the contract at any time irres- 
pective of whether a term for the con- 
tract has been fixed or not.’’ 


Provision may be made in the contract 
between the principal and agent as to the 
types of property to be held by the 
agent on behalf of the principal and 
other matters relating to the activities 
of the agent. Article 51 of the Code 
indicates that, if specifie provision is not 


made, ‘‘...a commercial agent may 
retain things or valuable instruments 
which he holds in his possession on 


behalf of the principal for any claim 
which has arisen out of his having acted 
as agent or intermediary in a transaction 
and which. has become due, until he has 
obtained performance thereof.’’ 


Taxation 

Taxes applicable to Japanese nationals, 
Japanese juridical persons, and foreign 
nationals doing business in Japan are 
assessed at both the national and local 
government level. At the national level, 
principal taxes of importance to for- 
eigners engaging in business activities are 
the individual income and corporate in- 
come tax. There are also various manu- 
facturers’ excise taxes, unemployment 
insurance taxes, and other direct and in- 
direct taxes, including but not necessarily 
limited to commodity excise taxes, stamp 
taxes, and registration taxes. 


Individual Income Tax 

The Income Tax Law of 1947, as 
amended (the most recent revision was 
effected in December 1950), provides that 
an individual domiciled or resident in 
Japan for 1 year or more is subject to 
the law. An individual not in the above 
categories is also subject to the provi- 
sions of the law im those cases in which 
(1) ineome is received from assets or 
businesses located within the country; (2) 
income is received in the country as in- 
terest on public bonds, corporate deben- 
tures or deposits, or ‘*. . , dividends or 
profits of joint operation or interest from 
corporations;’? (3) income is received in 
the form of salaries, wages, annuities 
(excluding postal annuities), pensions, 
bonuses or retirement allowances, or pay- 
ments of a similar nature. 

A corporation is subject to the Income 
Tax Law of 1947, as amended, if it re- 
ceives, within the enforcement area of the 
law, payment of interest on public bonds, 
corporate debentures or deposits, profits 
from joint trusts, or dividends from cor- 
porations, 

Deduction and rates.—The basic deduc- 
tion.is 30,000 yen, with a dependent credit 
allowance of 15,000 yen deductible from 
income; and an additional deduction of 
12,000 yen for the blind and handicapped. 
Other allowable deductions are for 
medical expenses in excess of 10 percent 
of income (with a maximum of 100,000 
yen); an earned income deduction of 15 
percent of the first 200,000 ven of given 


earned income; and deduction for personal 


losses up to 10 percent of net income 
(provision is made whereby business 
losses may be earried back 2 years or 
earried forward for 5 years in the case 
of corporations and 3 years for indivi- 


duals). It is required that capital gains 
and losses be fully included as income, 
with a provision that capital gains may 
be subject to special treatment. Fluctuat- 
ing income for certain taxpayers who 
have large incomes in one year and low 
in succeeding years can be averaged over 
5 years. Tax rates applicable to net in- 
come are as follows: 


Net Income (yen) Rate (percent) 


150,001-200,000 35 
200,001-300,000 40 
300,001-500,000 45 
500,001-1,000,000 50 
1,000,001. and over 55 
Exemption for foreign nationals.— 


Special income tax exemption privileges 
are provided foreign nationals under a 
1950 amendment to The Special Taxation 
Measure Law of 1946. During the period 
1950 to'1955, all income of persons re- 
sident but not domiciled in Japan which 
is paid outside of Japan may be excluded 
from total earnings subject to income 
taxes. Further, until March 31, 1952, all 
foreign nationals are permitted to ex- 
clude 50 pereent of the income received 
in Japan for income tax purposes. The 
total permissible deduction under this 
provision is 3,500,000 yen, equivalent to 
approximately $9,720. 

During the period 1952 to 1955, pre- 
ferential tax treatment will be extended 
to foreign nationals having no permanent 
domicile in Japan and who are working 
for, or in connection with, a corporation 
making a foreign investment in Japan 
of a minimum of 100,000,000 yen (assets 
as of January 1 of every year following 
the initial investment) in _ enterprises 
contributing to national rehabilitation; 
for technieians;. those in the professions 
or educational work; or others in similar 
categories contributing desired techniques 
to Japan. For such persons, 50 percent 
of income received (not exceeding 
3,500,000 yen) will be attempted for 
income tax purposes. Although not 
specifically indicated, it is believed that 
this special tax exeziption privilege will 
terminate for all categories of foreign 
nationals on March 31, 1955. During the 
period covered, however, in addition to 
the special exemption, foreign nationals 
are entitled, under certain conditions, to 
deduct living expenses from their taxable 
income. | 

Other provisions relating to individual 
liability.—The interest or dividend on a 
foreign investment received by an indivi- 
dual having no domicile in Japan or by 
a corporation which has no head office or 
principal branch in Japan shall be subject 
to a withholding tax of 10 percent com- 
pared with the 20 percent rate applicable 
to domestic investors. Further, oversea 
assets owned by those having no domicile 
within Japan shall be exempt from Jap- 
anese income taxes and no stamp tax shall 
be imposed on the deposit passbooks of 
such persons for tax payment. The Net 
Worth Tax Law of 1950, as a supplement 
to the Income Tax Law, provides a tax 
at a low progressive rate of 0.5 percent to 
3 percent on net worth (defined as total 
assets minus total liabilities). 


Corporation Income Tax 


The Corporation Tax Law of 1947, as. 
amended (the most recent revision was by 


Law No. 72 of 1950), provides for a net 
income tax of 35 percent on all corpora: 


tions and a flat undistributed earnings. 


tax of 2 percent on non-family corpora- 
tions. Family corporations are taxed at 2. 
percent on the first 500,00C ven of undis- 
tributed earnings and 7 percent on all 
undistributed earnings over that amount, 


Standards for computing corporation 


taxes are set forth in the Corporation Tax 


Law of 1947, as amended, and various. 
enforcement regulations issued from time 
to time by the Taxation Bureau of the 
Japanese Ministry of Finance. 


Assets Revaluation Law 


The Assets Revaluation Law provides 
for a special tax rate of 6 percent instead 
of the full income tax rate on capital 
gains created by a revaluation of assets. 
This law is designed to encourage pro- 
perty owners to revalue real estate, securi- 
ties, and depreciable assets to conform 


realistically to existing price levels. A 


revaluation formula in the law sets an 
upper valuation limit, but it permits re~ 
valuation below the limit at the option 
of the owner. 


The 6-percent tax on revaluation gain 
is payable by corporations in three an- 
nual installations of 3 percent in the 
first year and 1% percent in the second 
and third years, and for individuals in 
five equal instalments. Two taxpayer 
options are provided in the law: (1) Pay- 
ment to be made as indicated above pro- 
vided that no more than 35 percent of 
increased depreciation charges are payable 
in any one year with the remainder ecar- 
ried over into the next year, but all tax 
payable in 4 years; (2) same as (1) but 
not more than 35 percent of income after 
prerevaluation depreciation charges pay- 
able in any one year. The law also pro- 
vides that revaluation write-ups shall be 
set aside in a special capital account not 
to be available for dividend payments. 
or stock issues for 3 years. However, 25 
percent of the account may be utilized 
immediately for purposes of issuing de- 
bentures and an additional 25 percent is: 
similarly -available in each of the three- 
succeeding years. 


Commodity Excise Taxes 


Manufacturers’ excise taxes are levied 
on a large variety of goods primarily in 
the luxury and semiluxury categories. 
There are five rates ranging from 10 to 50 
percent. The tax is assessed on the pro-. 
ducer’s price, and, in the case of im- 
ports, on the price at time of import or 
when rethoved from the bonded ware- 
house. 


Accessions Tax Law 

This 
cipients of gifts and bequests. The first 
30,000 yen of such gifts and bequests re- 
ceived during each year from any one- 
donor or testator is tax exempt. The in- 
dividual has a lifetime exemption of 150,-. 
000 yen, with additional exemptions, rang-. 
ing from 30 to 50 percent, depending upon 
the relation of the recipient to the donor 
or testator. | 
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Fees 


Commercial companies when registeriny 
in .accordance with the provisions of the 


Code must pay certain fees as set forth in 


’ the Registration Tax Law. 


These fees 
range from 300 yen for the establishment 
of a branch office to 7 yen per 1,000 yen 
on the value of property investment and 
amount of paid-up shares. 
Stamp Tax 

There are a series of stamp taxes, applic- 
able to various legal documents (powers 
of attorney, bills of lading, insurance 
policies, passbooks of deposits, ete.) and 
acknowledgements of payments, ranging 
from a minimum of 3 yen to 4,000 yen. 


Local Taxes 


There are many local taxes assessed by 
prefectural, city, town, village, and other 
local governments and, in some cases, 
such taxes are of considerable importance. 
The Local Tax Law of 1950 is the basic 
law which incorporates the principal taxes 
levied by the various loeal governments. 
It should be noted, however, that the law 
contains provision for additional taxes 
not specifically set forth which local 
governments may institute under certain 
circumstances. 

The local taxes of greatest concern to 
foreigners living and doing business in 
Japan are: (1) Enterprise tax; (2) value 
added tax; (3) automobile tax; (4) inha- 
bitants tax; (5) municipal property tax: 
(6) electricity and gas taxes; (7) adver- 
tisement tax; (8) mine product tax; and, 
(9) timber trade tax. ‘Other less significant 
assessments which are currently levied by 
prefectural and local governments are 
taxes on admissions and amusements, 
meals at restaurants, and fishing and 
hunting taxes. 


Other Laws and Regulations Affecting 
Operation of Business Enterprises 


Labor Legislation 


The Labor Stardards Law sets standards 
for the employment of labor in most 
industries (notable exceptions are domes: 
tic and family workers). Generally, the 
law prohibits forced labor, discrimination 
in wages and working conditions on the 
basis of nationality, ereed, sex, social 
status, and intermediation in eniployment 


except by those legally authorized to do- 


so. In many cases, no specific provisions 
are included in the law on these general 
pringiples; implementation is relegated to 
administrative orders of the division in 
the Labor Ministry established to carry 
out its terms. 


Specific standards are included, how- 
ever, particularly with respect to certain 
fundamentals such as method of paying 
wages, hours of work, employment of 


minors, health and safety. In connection — 


with wages, it is noteworthy that the 
law established the principle that mini- 
mum wages may be fixed for an occupa- 
tion or business by the appropriate divi- 
sion, of the Government, upon investiga- 
tion and recommendation of wage boaras 
established for such purpose and after 
hearings have been held on such recom- 
mendations. 


In connection with the accident. provi- 
sions of the Labor Standards Law of 


1947, there was ae enacted by the Jap: 
anese Government in 1947 a workmen’s 
compensat. ion law, Compensation insurance 
is compulsory for all employees in the 
hazardous jobs of constfuction, engineering, 


‘stevedoring and forestry industries and 
employers of five or more in manufactur- - 


ing, mining, transportation, packing, gen- 
eration of electricity and gas, water works, 


and mills. Employers are required to pay a’ 
certain proportion of wages to provide 


coverage for injury or diseases received 
in the course of employment, with pre- 
miums collected by the Government. To 
facilitate handling claims, the Labor 
Ministry has issued a list of all common 


occupational diseases. Workers of employ- 


ers covered by workmen’s compensation 
insurance receive compensation § direct 


from the Government insurance system. 


Other workers not covered are compensat- 


ed by their employers. 


The Unemployment Insurance Law of 
1947 established a permanent unemploy- 
ment insurance contributory system. 
Coverage of the system includes all en- 
terprises having five or more workers 
engaged in manufacturing, transportation, 
communication, commerce, trade, finance, 
mining, construction, supply of electricity, 


gas and water, etc. "The largest and most 


important exclusions are agriculture and 
forestry. Cost of the system is borne by 
Government, employers, and employees. 
Government pays all the expenses of ad- 
ministration plus one-third of the cost of 
benefits; employers and employees each 
contribute | percent of wages. 
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Industrial Property. Protection 


Several steps. have been taken in the 
postwar périod to provide protection for 
foreign industrial property rights, trade- 
marks, and trade names in implementation 
of prewar Japanese laws, Foreign firms 
or individuals holding valid United States 
or foreign patents and trade-marks may 
register such patents or trade-marks in 
Japan under existing Japanese patent and 
trademark laws and regulations, and SCAP 
regulations. | 


In accordance with such laws and re- 
gulations, a patent filed in the United 
States or any other country within 12 
months prior to the outbreak of the war 
with Japan, filed with the Japanese Patent 
Agency, obtains priority based upon the 
previous filing. Similarly, with respect to 
trade-marks, provision is made for the re- 
gistration of a trade-mark registered in 
a foreign country during the war, with 
such application for registration in Japan 
considered to have 
Japan of the same 


date as the ap- 
plication in the 


foreign country. As 


in the case of patents, this provision is — 
of importance inasmuch as the first ap- © 


plication for registration in Japan obtains 
the rights in connection with such trade- 
mark, irrespective of the length of period 
of use by another. 


Application for patent, trade-mark, and 
trade name registration and further infor- 
mation with respect to particular provi- 
sions of the laws and regulations should 
be addressed to the Japanese Patent 
Agency, Ministry of International Trade 
and Industry, Tokyo 


Foreign nationals with. trade-marks, 
trade names, or other such evidence Of - 


ownership not registered in Japan are 
able to protect themselves against ecopy- 
ing, misrepresentation, or other acts 
creating confusion or false impressions 


Unfair Competition Prevention Law of 
1934. This amendment provides that any 
person shall be liable for damage who 
has intentionally or through negligence 


committed any of the following acts: (1) 


Those which cause confusion by use of the 
same or similar trademarks, trade names 
or other indications of other firms or 
persons, or any other indication, or by 


selling, distributing, or exporting goods 


bearing such misleading markings; (2) 
creating misconceptions: as to place of 
origin by using false names or other in- 
dications on merchandise or advertising; 
(3) inclusion of markings on merchandise 
tending to create a false or misleading 
impression as to-the quality, contents, or 
quantity of merchandise or that it was 
produced, manufactured, or processed in 
places other than the country where it 
was actually produced or processed; and, 
(4) making or spreading false statements 
which are detrimental to the business 
reputation of another, | 


Other Business Legislation 


There are a large number of laws and 
regulations in addition to those discussed 
above which exercise varying degrees of 
control over the operation of business 
“enterprises in Japan. These’. may be 
conveniently divided into three principal 


a specific objective in the 
(such as stabilization of the economy by» 


been filed in 
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categories: (1) Those designed to attain 
short run 


combating price inflation, allocation of 
scarce materials, subsidization of ‘certain 
industries, and similar measures); (2) 
those necessitated by the inherent nature 
of Japan’s postwar economic status (best 
exemplified by the controls over foreign 


exchange and trade transactions); and. 


(3) those having the major objective of 
effecting certain basic reforms in Japan’s 
internal and external economic relation- 
ships (among the more important laws in 
this category are those in the anti-trust 
and fair-trade field). The discussion in 
this circular will be confined only to 
categories (2) and (3) because of their 
significant effect in the long run on the 
conduct of business operations compared 
with the relatively transitory nature of 
the laws and regulations which logically 
are classified in the first category. 


Exchange and Trade Controls 


As indicated above, in the discussion 
of the Foreign Investment Law and im- 


. plementing regulations, specific Japanese 


Government approval is required with 
respect to remittances on investments in 
Japan by foreign nationals. In addition 
to this, however, the Japanese Govern- 
ment exercises control over many other 
aspects of the economy involving use of 
foreign exchange. 


The...Foreign Exchange and Foreign 


“ Trade Control Law establishes that it is 


necessary to maintain 
Japan’s foreign exchange and foreign 
trade in order to effect ‘‘.. proper 
development of foreign trade and for 


control over 


. safeguarding: of the balance of interna- 
tional ‘payments and: the stability of the 


currency, as well as (to effect) the most 
economic and beneficial use of foreign 
currency funds, ...’’- Under this law 


_. and regulations issued thereunder, a sys- 
under the most recent amendment: of the 


tem of licensing and approval is estab- 
lished for all transactions, domestic and 
foreign, which in any way involve foreign 
eurrency payments. It is expected that, 
so long as Japan is unable to pay out 
of earnings accruing from exports for its 
essential food and raw materials needs, a 
system of exchange and trade controls will 
be necessary. Although there may be 
relaxation of controls in the future as 
Japan’s  balance-of-payments position 
shows increasing improvement, it is un- 
likely: that in the near-term future such 
controls will be completely eliminated. 
It is stated Government policy, however, 
that the provisions of the Foreign Ex- 
change and Trade Control Law and the 
various regulations issued thereunder 


. shall be reviewed with the objec- 


tive of gradually relaxing and eliminating 
the restrictions established .... as the 
need for them subsides.’’ : 


Antitrust Legislation 


A series of laws were enacted in the 
postwar period designed to eliminate the 
excessive concentration of economic power 
in Japan and prevent the re-emergence 
of such concentration as characterized the 


_ the prewhs period. The basic law with 


respect to the kinds of economic organi- 
zations and practices prohibited is the 
Law Relating to Prohibition of Private 


* 
% 


Monopoly and Methods of Preserving Fair 
Trade, as amended, A Fair Trade Com- 
mission is established to carry 


out the 
provisions of the law and generally be 
responsible for effectuating Government 
policy in the antitrust field. — 


The core of the law, with particular 
referenee to the latest amendment, is to 
be found in articles 2, 4, 6, 9, 10, 13, 14, 
15, and 16. Article 2 defines competition 
to mean ‘‘. .. situation in which two 
or more entrepreneurs do nor may, within 
the normal scope of their business acti, 
vities in Japan and without - undertaking 
any significant change in their business 


facilities or practices in Japan, engage 


in any one (1) of the following acts: (a) 


supplying the same or. similar 
goods or services to the same_ cus- 
tomers or consumers; and (b) receiving 


supply of the same or similar goods or: 


services from the same. supplier... ’” 
Article 6 prohibits international agree- 
ments or contracts which fix prices; re- 
stricts output or sales, markets, custom- 
ers, construction or expansion of facili- 
ties, or adoption of new methods of pro- 
duction. It is required that international 
agreements be registered with the Fair 
Trade Commission within 30 days. 


Chapter II of the amended law, which | 


includes the other articles referred to 
above, covers stock holdings, multiple 
directorates, mergers, and. transfers of 
businesses. 
lishment of a holding company, with such 
company defined..as one ‘‘. .. whose 
principal business is to own stocks (in- 
eluding partnership shares; hereinafter 
the same) in another domestic company 
or companies for the putpose of control- 
ling the business activities of such other 
company or companies in Japan by 
means of such ownership of stocks.’’ This 


article also includes a specific statement 


of its applicability to foreign firms. 


Article 10 regulates intercompany stock 
holdings by prohibiting the acquisition 
of stocks or debentures in a domestie 
company or companies if such acquisition 
results in a substantial reduction of com- 
petition. Companies with assets 
5,000,000 yen are required to make semi- 
annual reports of stock holdings; foreign 
eompanies, regardless of capitalization, 
must file such reports. Under the pro- 
visions of article 13 interlocking diree- 
torates of competitive companies are for- 
bidden. Article 14 provides that no per- 
son, natural or juridical (other than com- 
pany), may own stocks in two or more 
companies when the effect of such owner- 
ship is to lessen competition. 
prohibits mergers under circumstances 
where substantial disparities in bargaining 
power will result; where it will cause a 
substantial restraint of competition; and 
where the merger has been effected by 
unfair methods of competition. It is re- 
quired that advance permission be ob- 
tained from the Fair Trade Commission 
by a company desirous of effecting «a 
merger by filling a report with the Com- 
mission within 30 days prior to effeeting 
a merger. This same reporting require- 
ment is also applicable to transfers of the 
whole or part of the business of another 
company or of its business assets, receipts 
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of entrustment of management, profit- 
sharing agreements, or leases involving 
all or part of the business of another 
company. The. Fair Trade Commission 
is empowered to issue desist orders against 
violators of the aforementioned provision 
of the law. | 


Civil Courts of Japan : 


Japanese courts have undergone a. basic 
reorganization in the postwar period with 
the object of achieving a judicial sys- 
tem which will conform to the principle 

of ‘‘mutual independence of the legisla- 
ture, the executive and judiciary.’’ Busi- 
nessmen intending to establish and operate 
a business in Japan will find it desirable 
to become familiar with the organiza- 
tion and jurisdiction of Japanese courts, 
with particular reference to their role in 
business affairs. 


Under the new constitution of Japan, 
ultimate sovereignty is in the _ people. 
This has changed the fundamental con- 
cept of the judicial power so that the 
Japanese people now have the basic legal 
right to request the courts to require the 
other branches of the Government to 
conform to the provisions of the 
stitution. 


The Court Organization Law of 1947 
established summary, district, domestic, 
higher courts, and a Supreme Court. The 
jurisdiction of each, except that of do- 
mestic courts which do not have any 
jurisdiction over business matters, is dis- 
cussed briefly below 


Summary courts, which are established 
in large eities and towns and number 
more than 550, handle civil disputes in 
which claims do not exceed 5,000 yen, 
offenses against various economic control 
regulations involving penalties not heavier 
than prescribed fines, and civil disputes 


which may be settled through conciliation | 


(except domestic affairs, and criminal 
eases involving jail terms of 3 years or 
less). Such courts are empowered to is- 
sue search warrants at the request of 
police officials or public procurators. 


District courts, which number 49, are 
established in the cities which are seats 
of the prefectural governments. 
eourts have, in principle, original juris- 
diction in civil and criminal cases except 
in those cases where original jurisdiction 


is under the Supreme Court or the sum- . 


mary and higher courts. These courts are 
first appeals courts and therefore handle 


complaints filed against decisions of the 


summary courts. 


Higher courts, which are located in 
Tokyo, Osaka, Nagoya, Hiroshima, Fukuo- 
ka, Sendai, Sapporo, and Takamatsu, have 
original jurisdiction over complaints in- 
volving administrative actions of the 
executive branch of the Government, 
handle appeals or complaints filed against 
decisions of district courts in civil eases, 
and appeals filed against decisions ren- 
dered by the Fair Trade Commission. . 


The Supreme Court is the final appeal 
court in all law suits appealed against 
decisions of lower courts. It determines 


the constitutionality of laws, regulations, 


ordinances, orders, or actions promulgated 
or executed by other branches of the 
Government, 


con- 


These . 


IN DOCHINA’S FOREIGN TRADE 


For July & 1951 


For the month of July 1951 Indochina’s 
Foreign Trade showed a total of 134,100 
tons valued at IC$796.1 million as compared 
with 63,200 tons to the value of Indochina 
$548 million for J uly 1950. Imports 
amounted to 62.400 tons valued at $576.5 
million, (July 1950 39,400 tons $408.8 mil- 
lion), and exports to 7 i 5700 tons at $219.6 m, 
(23, 800 tons at $139.2 m.). 


For the seven months ending July, 


total trade amounted to 742,600 tons to- 


the value of IC$4,506.4 million, as com- 
pared with 484,000 tons at $2,889.6 million 


during the seven months of 1950. Im- 
ports for this period were 333,500 tons 
at $3,021.9 m. (1950 Jan.-July 280,800 tons 
at $2,135.3 m.); exports were 409,100 tons 
at $1,484.5 m. (203,200 tons at $754.1 m.). 


France is Indochina’s best: customer 
imports from that country over the seven 


' months amounting to 163,100 tons to the 


value of IC$2,360 million (1950 Jan—July 
146,100 tons $1,568 m,)., and exports ta 
78,200 tons valued at $587.5 m. (41,300 tons 


($243.5 m.,). 


INDOCHINA’S FOREIGN TRADE BY COUNTRIES 
For July & Jan-July 1951 


33,455 


IMPORTS 
1951 1950 1951 1950 
July July Jan. -July Jan.-July 
Tons $ Tons $ Tons $ Tons $ 

From (000) (000) (000) (000) (000) (000) (000) (000) 
30,1 448,042 26,0 339,918 163,1 2,360,092 146,1 ‘1,568,000 
French Colonies ...... 5,6 36,728 2,8 6,309 21,4 101,632 21,9 97,868 
4 36,825 1,5 26,851 32,0 169,450 14,6 134,579 
0,1 3,480 0,1 940 2,6 16,348 1,9 14,899 
0,1 611 0,1 466 0,2 2,479 0,4 5,382 
9,2 8,310 5,7 4,297 64,5 64,762 71,3 53,372 
1,0 11,325 1,0 8,356 5,6 66,749 b,2 65,957 
. O,4 3,196 0,1 452 2,8 17,621 1,9 14,187 

EXPORTS 
Tons $ Tons $ Tons $ Tons $ 

To: (000) (000) (000) (000) (000) (000) (000). (000) 
17,8 50,891 5,0 55,093 78,2 587,488 41,8 248,526 
French Colonies ...... 18,2 50,911 1,5 4,639 94,3 231,030 48,4 119,452 
4,7 26,684 9,9 42,322 18,5 90,759 28,7 117,532 
9,7 29,471 4,l 11,701 56,6 128,854 33,5 76,826 
0,3 177 0,2 94 2,7 10,963 3,0 2,710 
0,2 2,596 0,2 2,210 2,2 17,620 2,5 23,722 

FOREIGN TRADE OF INDOCHINA FOR JULY 1951 
and for January-July 1951 
IMPORTS 
1951 1950 1951 1950 
July July Jan.-July Jan.-July 
Tons $ Tons $ Tons $ Tons $ 

Principal Products: (000) (000) (000) (000) (000) (000) (000) (000) 
Live: animals ........ 3” 178 132 1,372 100 1,371 642 6,954 
Dairy products ...... 867 11,024 1,471 15,293 b, #94 88,027 5,579 66,414 
761 2,038 844 2,038 7,65, 19,510. 7,209 17,343 
4,471 15,935 2,349 7,081 21,257 74,724 16,759" 49,791 
3,134 13,392 2,573 12,017 20,361 82,921 18,677 69,272 
Vegetables, canned .... 960 6,756 982 6,940 3,816 26,118 4,617 
Wines & spirits ...... 1,215 10,742 2,014 14,884 7,357 53,124 8,110 65,979 
235 5,036 390 7,141 1,499 30,781 1,398 28,415 
124 2,375 101 1,797 2,342 40,607 2,631 42,436 
7,493 7,749 4,078 3,387 56,347 53,618 48 ,252 40,799 
2,626 1,531 1,600 839 22,254 12,206 24,035 11,718 
Petroleum derivatives 1,984 2,6e)5 133 364 5,904 19.608 7,466 11,836 
Pharmaceuticals ...... 253 20,723 104 8,708 1,255 109,202 770 63,921 
Essential oils; 

73 4,621 92 4,282 577 29,299 342 16,793 
Rubber manufactures . 344 14,552 143 3,764 1,510 55,928 944 24,954 
Se rea eae 2,741 24,056 2,555 12,255 12,917 109,924 10,093 59,157 
Cotton yarn ......... 647 38,504 189 10,309 1,409 83,979 1,371 63,686 
Yarns, other ......-.. 122 6,627 85 6,480 538 37.090 902° 36,586 
Cotton piece goods .. 1,157 105,474 956 68,950 7,717 613,164 5,707 398,431 
Rayon piece goods .... 126 16,487 108 12,772 755 92,020 497 61,780 
Gunny bags .......... 223 3,277 80 612 1,450 14,868 1,202 7,788 

‘Iron and steel ...... 2,168 7,713 3,504 9,798 19,079 61,947 32,113 79,493 
Metal wares ......... 878 16,102 870 14,366 6,976 95,068 8,520 80,555 
Machinery & accessories 535 18,679 868. 25,985 4,485 136,041 5,219 152,655 
Electrical appliances .. 508 23,873 302 11,884 2,320 95,826 1,561 69,997 
-Railway materials .... KY 1,529 416 5,642 202 3,372 832 9,097 
Automobiles & 
. accessories ......... 519 12,971 186 4,443 2,731 61,093 2,485 55,586 
Cycles, motors & 
AccesSOries ......... $62 14,702 206 8,606 1,831 74,293 1,038 43,698 
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| a Melbourne. K.L.M. had recently taken 

The K.L.M. Royal Dutch Airlines delivery of Douzlas DG the fore 

K.L.M. Royal Dutch Ajirlines, the operation with Lignes Farman. a service 


world’s oldest airline, was founded by 


its present President, Dr. A. Plesman,. 


on October 7th, 1919. Much delicate 
negotiation, diplomatic as well as com- 
mercial, was to precede the operation of 
actual air services, but finally on May 
7th. 1920, two passengers. complete 
with leather jackets, flying helmets and 
fur-lined boots were crowded into the 
rear cockpit of a converted De Havilland 
aircraft for three hours of chilly. cross- 
Channel flying. The aircraft, a DH-16, 
registration letters G-EAU, had _ been 
chartered from Aircraft Travel and 
Transport Ltd. of Croydon and piloted 
by Captain H. Shaw. This then was the 
unpretentious beginning of K.L.M.’s in- 
ternational operations, which have been 
maintained with increasing regularity, 
efficiency and comfort. 

In May, 1921, the first air traffic book- 
ing office in the world was opened bv 
the Company in Amsterdam and, in co- 


between Amsterdam and Paris introduced 
and flown three times weekly. 

A trial flight was undertaken in 1924 
from Amsterdam to Batavia and return 
with a Fokker F7 aircraft by Capt. van 
der Hoop. Breakdowns and other set- 
backs were suffered, taking the expedi- 
tion 55 days to accomplish and it was 
not until September 25th, 1930 that a 
regular fortnightly service between Am- 
sterdam and Batavia was established, 
whereby the round trip was completed 
in 28 days. 

In December, 1933 a veteran pilot, 
Capt. Ivan Smirnoff, accomplished a re- 
cord breaking Christmas mail flight from 
Amsterdam to Batavia with a Fokker 
F18 aircraft in 4 days 4 hours and 40 
minutes. 19384 was a triumphant year 
for the Company which was to gain con- 
siderable renown in an air event of world 
importance, the famous MacRobertson 
Air Race from Mildenhall (England) to 


1951 April--July: 


EXPORTS 
1951 1950 1951 1950 
July July Jan.-July Jan.-July 
: Tons * Tons . Tons $ Tons $ 
Principal Products: (000) (000) (000) (000) (000) (000) (00) (000) 
Fish, dried, salt, Sthoked: : 955, 5,804 43 249 4,043 19,842 1,018 6,982 
Vegetables, dried .... 824 3,954... 1,419 7,885 3,319 17,718 6,312 31,657 
30 862 6 1,747 255 7,069 451 10,898 
Pepper & Spices ...... 30 3,159 66 6,414 356 35,169 311 27,919 
2,861 5,450 1,095 1,931 19,067 36,212 4,855 — 9,388 
16,199 46,830 10,859 27,875 108,028 272,176 57,676 146.886 
Rice, broken ... .....° 6,461 16,561 99 197 49,546 108,970 16,136 36,880 
other... 3,432 4,915 1,536 2,104 16,151 22,828 11,569 15,446 
A477 10,134 575 8.341 891 18,688 1,107 15.780 
15) 685 23 36 1,401 5.953 198 316 
Cement 893 344 3,454 8,492 4,296 
27,700 7,708 40r 172 117,942 36,802 32,775 14,744 
3,482 71,858 5.077 58,883 28,218 704,063 29,883 282.806 
Skins & hides ........ 98 2,742 54 1,169 752 13,696 406 8,181 
INDOCHINA SHIPPING REPORT 
For April-July 1951 
PORT OF SAIGON 
Arrivals Departures 
Cargo No Tonnage Cargo 
1950 No. Tonnage Tons | Tons 
Monthly averages .... 62 163.0 743 61 158.0 45.5 
1951 
83 226.2 92.8 87 235.8 80.1 
81 185.4 81.4 78 168.6 58.6 
91 237.7 96.9 91 243.1 63.0 
334 826.7 358.5 339 845.8 261.3 
OTHER PORTS 
1950 
Monthly averages .... 23 45.7 1.6 23 44.2 21.8 
1951 
26 48.6 0.7 27 52.9 39 7 
38 78.2 2.7 34 73.2 39.7 
June 35 73.9 0.5 33 69.2 27.1 
38 77.8 0.4 39 74.7 30.0 
137 278.5 4.3 133 270.0 136 5 


Saigon: Steamers arriving & departing: 673; Tonnage: 1,6725; Cargo unloaded 


& loaded: 619.8 tons. 
Other Ports: Steamers: 270; Tonnage: 


548.5; Cargo: 140.8 tons. 


Grand totals 


for all Ports: Steamers: 943; Tonnage: 2,221; Cargo: 760.6 tons. 


was entered in the race and piloted by 
Captain K.D. Parmentier and with a 
crew of three, carrying three passengers 
and 191 kgs. of mail was placed second 
to the specially designed De Havilland 
“Comet,” and was awarded the handi- 
cap prize. The flight was completed in 
the then amazing time of 3 days 18 hours 
and 17 minutes. This aircraft, a year 
later, was introduced on the Europe/Far 
East service, operating twice weekly. 
In the same year a survey flight was 
made from Amsterdam to Curacao and 
which was the start of an internal net- 
work within the West Indies. Mean- 
while, the K.L,M:. network in Europe had 
been steadily expanding; daily services 
were introduced to Brussels. Paris, 
Copenhagen. Bremen and Hamburg, 
whilst out East in 1938 the Amsterdam/ 


Batavia service was extended to Aus- © 


tralia. By September, 1939 K.L.M. was 
operating regular air services to 29 coun- 
tries with a fleet of 46 aircraft. _ 
K.L.M.’s services were interrupted by 
World War II in the Netherlands and 
N.E.I. and most of its fleet destroyed 
by enemy action, but the internal net- 
work of the West Indies was maintained 
throughout the war and lines extended. 
With the remnants of its once proud fleet 
together with transport aircraft pur- 
chased from the Allied Forces, K.L.M. 
in 1945 undertook the operation of the 
Netiherlands Government Air Transport 
Service, the organisation set up by the 
authorities to restore vital air communi- 
cations. Because of the vast national 
interests in South East Asia, both the 
Netherlands Government and K.L.M. 
agreed that the most pressin™ need was 
to get the Amsterdam/Batavia air ser- 
vice into operation again. Accordingly, 
Dr. Plesman set off for America. Act- 
ing as the official representative of the 


Neth. Government he managed to con- . 


clude an agreement with the U.S. Gov- 
ernment for the lease of 14 
C-54’s for use between Holland and Indo- 


~ nesia. In November, 1945. Captain Par- 


mentier took off on an _ experimental! 
flight, which proved such a success that 
a regular service was started straight 
away and increased by February, 1946 
to a frequency of 4 x weekly. 

In 1946 most of its pre-war contin- 
ental routes were in operation again and 
K.L.M. opened a transatlantic service 
between Amsterdam and New York via 
Prestwick, which was soon followed by 


the inauguration of a weekly service to 


South America, and regular services to 
Johannesburg, Paramaribo and Montreal 
—Curacao. 

Throughout 1947 and 1948 this rate of 
rapid development was maintained. New 
aircraft, which had been ordered im- 
mediately after the war, were delivered 
and put into operation. 

The Lockheed Constellation aircraft 
was introduced on the Europe/Far East 
service, which line was meanwhile ex- 
tended to Shanghai, but due to political 
developments had to be cancelled in 
early 1949. 

At present K.L.M.’s network covers 


Douglas 


4 
| 
| 
| 


21 DC-3 


1951 


FAR EASTERN ECONOMIC REVIEW 779 


Garuda Indonesian Airways 


As. early as 1928 aviation history 
in Indonesia was started by the Dutch- 
owned and -operated K.N.I.L.M. (Royal 
East Indies Airlines) which until the 
outbreak of World War II maintained 
a growing network of air connections 
with DC-2. Lockheed Lodestar, Fokker 
and several other types. of small and 
medium aircraft. After VJ-day Dutch 
occupation forces had started flying 
again, first with military transports and 
since 1947 with government-owned 
K.L.M. (Royal: Dutch Airlines) Inter- 
island Division. As a result of nego- 
tiations between KLM and the new Indo- 
nesian government this airline stopped 
operations at the transfer of sovereignty 
and replaced immediately by the newly 
established Indonesian flagcarrier. 


Starting operations with a fleet of 26 

Dakota and Catalina aircraft, (10 DC-3, 
12 C-47A and 3 Catalina’s), connections 
were set up immediately between some 
30 cities and islands within Indonesian 
territory and a network of airroutes from 
ifs centre Jakarta to literally all parts 
of the country, ranging from once-a- 
week to six-times-a-day flights, rapidl\ 
grew into shape. Besides, four times a 
week Garuda-planes called at Singapore 
and the only Jakarta-Manila connection 
was maintained regularly, thus linking 
the country with its neighbours. 


every Continent and 56 countries 
throughout the world, maintaining a 6 x 
weekly Constellation service on the USA 
—Europe—Far East route. During 1950 
K.L.M. carried 415,000 passengers. more 
than 10,000 tons of freight and almost 
1,500 tons of mail over a distance of 
24,000,000 miles. 


K.L.M. has a fleet of 70 aircraft at 
its disposal :— 

17 Lockheed Constellations—operating 
on the North Atlantic, South Atlantic 
and Far East services. 

7 DC-6—operating on the South 

Africa, West Indies and Middle East 
services. 
12 Convairs ) operating on the European 
10 DC-4 ) services, within the 
) Netherlands and internal 
) services in the West 
| Indies. | 

2 DC-4 Freighters. 

1 Auster for aerial photography and 
survey purposes. | 
‘ On order are 7 DC-6B and 9 Lockheed 
Super Constellation aircraft. 

As from November, 1950 K.L.M. has 
been operating regular emigrant charter 
flights from Europe to Australia, New 
Zealand and Canada, first with Skymas- 
ters and at vresent with Constellations. 

K.L.M. will be operating a once 
weekly service between Europe and 
Japan via Bangkok very shortly, whilst 
as a result of the recent Air Agreement 
concluded between the Netherlands and 


Australian Governments, it is anticinated | 


that an Europe/Australia service will be 

started towards the end of 1951, with 
the possible inclusion of New Guinea in 
this service. | 


Garuda had realized that the original 
fleet would not possibly be sufficient to 
cover the need for air traffic in such a 
big area, officials of the company had 
studied various types of aircraft to en- 
large the fieet. Especially since ship- 
ping and harbour facilities throughout 
the country with its hundreds of small 
and big islands were absolutely insuffi- 
cient to serve existing needs, it was de- 
cided to give first priority to more Con- 
vair Catalina amphibians, a number of 
which was delivered shortly after estab- 
lishment of the company. bringing Garu- 


- da’s amphibian fleet up to a total of 8 


Catalina’s. 


Thus the Company was enabled _ to 
provide air-connections for a number of 
islands in northern and eastern areas, 
where until then communications with 


major parts of the country and its capi- 


tal Jakarta had been very poor. Eight 
Convair-Liners, found to be the most 
Suitable type of aircraft for medium- 
range routes, were ordered and deliver- 
ed during that same first year of Garu- 
da’s. existence, bringing the number of 


_ aircraft to its present 38. 


Within one year the Indonesian flag- 
carrier had become an airline of con- 
siderable size, contributing largely to 
government and reconstruction establish- 
ment. At the end of 1950 Dr. C. A. 
Mochtar, Garuda sub-director, could de- 
clare that over 14,400 tons of mail and 
cargo had been transported during the 
year, as well as 286,600 passengers. 
More than ten million kilometers were 
flown during the same period by Garuda’s 
now 388-aircraft fleet. Operating from 
Indonesia’s major airfield Kemajoran in 
Jakarta, the national airline is now 
steadily moving upwards from its aver- 
age 75% load-factor which was main- 
tained during 1950 to an aimed-at per- 


HONGKONG to LONDON 
(1) FASTEST 
(2) ONE NIGHTSTOP 
(3) TWO NIGHTSTOPS 


NO EARLY RISING HONGKONG! 
CONVENIENT ARRIVAL TIMES LONOON 


B.0O.A.C. TAKES GOOD CARE OF YOU 


Information, & Bookings: Consult your usual Travel Agent or Jardine, Matheson & Co, Ltd: 


(General Agents in H.K & China), 14-16 Pedder St. H.K, Tel. 27765-6, 
1 Peninsula Arcade, Kowloon., Telephone 59161-2-3. 


BRITISH OVERSEAS AIRWAYS CORPORATION 
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centage of 80 all over its 26,000 kilometer 
network. 


All overhaul and repair is handled by 
Garuda’s own maintenance’ shops at 
Kemajoran airfield, which are able to 
provide technical facilities for private 
aircraft owners and visiting foreign air- 
liners as well. Since 1950 extensive 
training programs for both ground and 
flying personnel have been set up and 
earried out in order to provide the airline 
with . skilled Indonesian workers of all 
kinds in the shortest possible time. 
Modern Link Trainers at Kemajoran air- 
field keep all pilots up to date, thus 
helping to ensure the utmost safety for 
Garuda passengers. Most famous of 8 
Convair-liners in Garuda’s fleet is Presi- 
dent Soekarno’s personal aircraft ‘‘Rad- 
jawali” (‘‘eagle”’) which is used by the 
President for his visits to various parts 
of the country. 


Although Garuda may be one of the 
youngest airlines in the world, it is try- 
ing to equal the best performances in 
aviation history. Plans have been drawn 
to improve its fleet again, this time by 
gradually replacing the older types of 
aircraft by more modern planes. Thus 
Garuda is taking a fair share in the 
country’s effort to achieve complete re- 
construction, maintaining the ages-old 
fame of strength. reliability and courage 
the name Garuda (God Vishnu’s riding 
bird in ancient Hindu mythology) has 
always had in Indonesia, and at the 


same time striving to become the lead- 


ing airline of Southeast Asia. 


‘Management and Capitalization 


Fifty percent priority shareholders of 


Garuda Indonesian Airways are the Indo- 
nesian Government and KLM Royal 
Dutch Airlines, the conditions being 
made that after a ten vears cooperation 
it will be possible for the former to buy 
over KLM’s part of the shares and thus 
nationalise the airline completely, if de- 
sired. In the meantime KLM is taking 
care of Garuda’s management, which is 
being carried out by a managing-board 
responsible to the company’s Board of 
Commissioners, which is presided over 
by government- appointed Dr. Surjomi- 
hardjo, senior official of the Ministry of 
Communications. This 


gate anything concerning the airline, its 
management of operations. 


The managing board is composed of 
Dr. E. van Konijnenburg, Director. and 
Mr. D. K. van Houten and Dr. C. A. 
Mochtar, sub-directors, which have been 
empowered to handle all daily manage- 
ment affairs. 


The Republic’s President is closely 
connected with Garuda Indonesian Air- 
ways, since it was Dr. Sukarno who gave 
the airline its name, and who actually 
became Garuda’s first passenger. It was 
also the President who joined the first 
flight of Garuda’s newly arrived type of 
aircraft, the Convairliner, and christened 
the first Convair ‘‘Radiawali’’ which 
since became the presidential aircraft 
which he is making use of on his visits 
to various parts of. the country or on 
state visits to neighbouring nations su¢th 
_as the Philippines. 


which have established times 


Board has full 
rights to supervise, correct and investi- 


_B.0.A.C’S PROGRESS TOWARDS FIRST JET AIR SERVICE 


B.0.A.C. has just completed its first 
500 hours of flying with the de Havil- 
land Comet airliner, with which it will 


begin next year the world’s first pure 
jet air services. 


About 470 hours of 
this total were flown on the second pro- 
totype Comet, recently returned by the 
Corporation after six months’ on loan 
from the Ministry of Supplv for the 
development purposes. One of the air- 
craft on order for B.O.A.C. is now on 
loan to the Corporation from de Havil- 
land’s in advance of the contract de- 
livery, so that aircrew training may be 
carried out on it. 


With the completion of the programme 
of 12 overseas development flights bv 
the prototype Comet to Africa, the 
Middle East, Persian Gulf. India,. Pakis- 
tan and Singapore, Captain M. J. R. 
Alderson (Manager of the’ B.O.A.C. 
Comet Unit) reports that the results 
have been very encouraging and that 
the flights were successful in achieving 
the Corporation’s declared object at the 
beginning of the programme—‘‘to ex- 
plore the wide field of operating prob- 
lems arising from the high speeds and 
altitudes at which the Comet flies.” 


“Most of these flights, nearly all of 
hitherto 
unattainable by civil aircraft, have pro- 


vided aircrews and technicians with in- 


valuable experience concerning air 
traffic control, meteorological conditions 
and forecasting, navigational aids. 
methods and times of refuelling and all 
the many other problems associated with 
the introduction of this revolutionary 
type of aircraft, flying at almost twice 
the height and twice the speed of most 
of its piston-engined predecessors and 
contemporaries. 


One of the most important objects of 
the flights has been the collection of a 
mass of data, which is now being studied 
by B.O.A.C. in order to plan schedules 
and to confirm the operating techniques 
that have been gradually evolved. The 
pattern of a normal Comet flight will be 
the climb—occupying about 35 minutes— 
to the most economical cruising altitude 
(35,000 to 40.000 feet); the cruise, which 
is a very gradual climb on cruising power 
as weight is reduced by the using up of 
fuel; and the descent beginning, of neces- 
sity, a considerable distance from the 
destination. 


The Comet Unit have been giving 
particular attention to the question of 
meteorological conditions at high altitude 
and the forecasting of them by the 
various: national authorities along the 
proposed Comet routes. The problem 
of upper air forecasting has not in the 
past received much attention outside of 
Europe, as there has been little need for 
it, but the economics of Comet operation 
make reliable forecasting essential. Al- 
though the necessity for a jet aircraft 


like the Comet to fly at the economical 


cruising altitude makes for less opera- 


tional flexibility in that it is not usually 


practicable to vary altitudes to take 
advantage of favourable winds, it is most 
apne tee that forecasts of wind direc- 


tion and strength should be provided 
so that the duration and other detaits of 


the flight can be planned accurately. 


So far, at any rate, the Comet Unit 
have found the prevalence of jet streams 
(streams of air travelling at very high 


speeds, some of them at over 150 m. p. h.). 


an interesting but not a serious problem, 
although their experience does not cover 
all seasons of the year. When jet 
streams have been encountered usually 
they have been found to be comparatively 
narrow and soon traversed by the Comet. 


It has been found that turbulent air. 


conditions are not necessarily. associated 
with them; in fact, the Comet promises 
to provide passengers with a smoother 
“ride”, with less vibration, than any 
aircraft previously in service. Never- 
theless, it is obviously desirable that 


Captains should have accurate previous — 


knowledge of the location and direction 
of these jet streams, so that they may 
avoid them whenever possible and so 
maintain their flight plan. In this con- 
nection it is important that the Captai 

of an aircraft flying at the Comet’s spee 

and height should know the exact point 
at which to begin his descent—probably 
some 200 miles from his destination—and 
that air traffic control arrangements 
should be geared to arrange as expedi- 
tious an approach ag onossible, subject 
to the needs of other traffic. 


These are only some of the opera- 
tional, economic and traffic problems that 
must be resolved by B.O.A.C. before the 
introduction of the ° eagerly-awaited 
Comet passenger service next year. 
Meanwhile, about 40 aircrew (not inclu- 
ding catering crew), already fully ex- 
perienced on piston-engined types, are 
undergoing intensive training to become 
the world’s first jet airliner crews. Ten 
crews should be fully trained by the New 
Year. The enthusiasm of B.O.A.C. for 
the Comet and the revolutionary effect 
it will have on air travel is apparent in 


THE TANAH MERAH ESTATES 
(1916) LIMITED 


(Incorporated under the Companies 
Ordinance, Hong Kong) 


NOTICE IS HEREBY GIVEN 
that the Directors have decided 
to pay an Interim Dividend for 
the year ending 31st March 1952 at 
the rate of 5 cents per share, free 
of tax, to be paid to Members on 
record on 11th January 1952. 

The Transfer Books and Share 
Register of the Company will be 
closed from 2nd to 11th January 
1952, both days inclusive. 


By Order of the Directors, 
ALR. BURKILL & SONS, LTD., 
General Managers. 
Hong Kong, 7th December, 1951. 
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-ALL-BRITISH ROUND-THE:- 
WORLD ROU TES 


. The. following announee t has been 
made in Lendon by. Sir Miles Thomas. 
Chairman of B.O.A.C.:— 


My vision—and this i no pipe dream 
—is that within the next few years 
B.0.A.C. will be operating ali- 
British round-the-world routes; one en- 
eireling the Northern Hemisphere and 
the other south of the eauator through 
Australasia. 
ty by the technieal skill of British en- 
gineers in producing the pure jet and 
the turbo-prop engines that power the 
Comet and the Bristol 175. Moreover. 
we plan to cater not only for first elass 
express services but to bring the bene- 
fits of world-wide air travel within the 
reach of a still larger section of the 
community, by introducing tourist rates. 
The Comet, by its demonstrated flying 
times of London to Johannesburg in 15% 
hours and from London to Karaehi in 
11 hours, is making the world shrink 
to half its present size. It is an in- 
spiring thought that no place on earth 


is now more than thirty hours away from - 


anywhere else. 


Grateful as we are for the assistance 
that our American manufacturer friends 
—and they are real friends, both in war 
and peace—-have given us in the past. 
British civil aviation is making a deter- 
mined effort to fly on its own wings, 
both technically and financially. And in 
so doing we will link this good old 
British Empire of ours by still firmer 
bonds, of trade, sentiment and of strate- 
gieal security. 


One round-the-world route that we 
plan to operate will embrace the..North 


Atlantic, Canada and the North Pacific 


and join up with our existing service 
to Tokyo. 
lantic and the American Continent to 
the shores of the Pacifie: thence. in: ¢on- 
junction with our. existing associates. the 
admirably run British Commonwealth 
Pacific Airlines and Qantas Empire Ajir- 
ways, to link that virile eontinent of 
Australasia—Australia and New Zealand 
—with the homeland hy eastabout. and 
westabout routes. The westabout way 
from Australia, of course, is. our exist- 
ing Kangaroo partnership with Qantas. 


This exciting route pattern obviously 
eannot begin operation until we take de- 
livery of the aircraft and have brourht 
into being the necessary ground facili- 
ties, and the like. But this vattefn is 
a elear target and we in B.O.A.C. are 
energetically and effectively working 
with our partners, the British manufac- 
turers concerned and our various airline 
associates, towards its achievement. The 
date of introduction clearly will be 
affected by a number of factors over 
which we have no direct control, such 


This vision is given reali-_ 


The other will cross, the At-. 


all of them. The evidence of the waiting 
list of people who have already applied 
to the Corporation to fly in the Comet 
“any time, anywhere’ indicates that 
oc ae is shared by the travelling 
public 


as the pressure of rearmament. But, to 
paraphrase a famous saying. “give us 
the tools and we'll get om. with the 


of aircraft, engines and com- 


job:” So it is up to the British manu- 
faeturers, 


ponents alike, to live up to their pro- 

mises. and B.O.A.C. will girdle the 
world around with the good old Union 
Jack in healthy and elean competition 
with the international airline operators. 


| When you ship by 
Clipper* Cargo | 


00 06 6 6 0 66 6 


A comparison of sea and air shipping 


costs. by weight rates alone doesn’t 


tell the whole story. You must also. 
include these special economies ry 


Clipper Cargo; 
‘ Crating i ts seldom mecvessary. 


Shipping weights are less, because 
you use lighter packing. 


e No deterioration, 


¢ Lower insurance costs: goods are in 
transit so briefly. 


elnventory and warehouse costs can 


be drastically reduced. 
¢ Rates go down as weights go up. 
«Working capitel works barder... 


you save ways 


© Goods arrive when needed .. 


e Dama and 


8 


POO 


because payment is quicker. 


© Documentation time and costs are 


reduced. One Air Waybill covers 
shipment from origin to destination. 


. while 


the market 1s strongest. 


pilferage losses are 
greatly 


°€.0.D. and collect serve es available 


to uminy countries. 


Fewer handling fees, 


No other airline offers such wide- 
spread coverage of the Pacific! For 
rates and schedules ¢741 your Clipper 
Cargo Agent or Pan American, 


Peninsula Hotel Phones 57976, 57572 
Airport Cargo Office Phone 52001 


*Trade Mark, Pan American World Airways, Ine. 


Only Pan American offers the advantages of 


CLIPPER 


Pan American World Aitwaws. lac.. Incorporated in the State of New York. U.S.A.. with limited liability 
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HON GKON G COMMODITY MARKETS | 


After the slight stirrings of interest 
shown by the mainland in the previous 
week, the local commodity markets once 
more relapsed into inactivity last week. 
Hongkong continues to suffer under the 
rigid controls_imposed by the. local au- 


which is usual at. this period, bin 
failed as yet to materialise it is only to 
be expected that there should. be. a piling 


up of stocks. In view of the depressed 


- 


thorities on the one hand upon sales to. 


China, and by the mainland authorities 
upon exports abrdad through the Colony; 
so much so, that a large. part of the 


prevailing inactiyity, especially the.. 


metals market, is attributed to this fac- 
tor. Falling prices in Macao, due to the 


limitations set under the control regu- 


lations in force in China, have also affected 


the local market in metals, and even 


‘certain popular items have now fallen 


to the cost price level. -This, however, 
appears to have fitted in with the aim 
of the authorities in China, who by buying 
only in small quantities have been able 
to prevent any noticeable increase. in 
prices. The only gleam of hope appears 
to arise from what is considered the 
inevitability of China’s continuing to buy 


3 the major portion of the metals required 


through Hongkong. With a large pro- 
gramme of development, China is unable 
to rely entirely upon domestic output 


and must, therefore, turn to the Colony 
for additional supplies. 


' With regard to the industrial chemicals 
market, dealers were disappointed in their 


hopes of December allocations of foreign _ 


exchange being made last week by the 
South China Foreign Trade Control 
Bureau, 
land authorities to achieve a _ balanced 
trade by reducing the existing excess of 
imports, is causing them to hold back 
as long-as possible upon further purchases 
in particular, 
which have always formed an important 
part of the Colony’s trade with China. 
However, certain requirements need to 
be met and a number of dealers from 
Canton were therefore noticeable in the 
market last week; buyers from Taiwan 
were also active, which created a certain 
amount of briskness, 


The prices of paper continued to fall, 
the main contributing cause being the 
arrival of large quantities during the 
week. The anticipated increase in sales, 


B.0.A.C. AND GULF AVIATION 


B.O.A.C. ‘has assumed a controlling 


« interest in Gulf Aviation Limited, based 


in Bahrain, Persian Gulf. For the past 
three years Gulf Aviation has _ been 
locally managed and has operated sche- 
duled services on the routes Bahrain/ 
Dhoha/Sharjah and Bahrain/Dharhan. 


In addition, local charter work has beén 
The aircraft used for these 


undertaken. 
operations include Ansons, a Dove and 
a DH.S86. 

The Company will continue to operate 
independently as a joint enterprise spon- 
sored by B.O.A.C. and local interests. 


It is intended to integrate Gulf Aviation 


services with other airlines operating in 
the area in order to provide a compre- 
hensive service for the traffic which is 
developing in the Gulf. 


The determination of the main- 


state of the market and the large stocks, 


negotiations have been commenced in 


some quarters for the cancellation of 
indents. The Govt, of Taiwan, . however, 
have invited tenders .for the supply of 
various kinds of: paper; which will keep 
dealers occupied for a time, .and the 
South Korean Govt. also has approved 
the importation of a large quantity o 
newsprint in reels, 


Review of the week ending Dec. 8, 
1951:— 


Cotton Yarn—The cotton yarn market 
continued inactive, with merely a few 
domestic transactions. In view of the 
approaching Chinese New Year § settle- 
ments, speculators began to ~ unload. 
Further falls in prices took place, but 
these are not expected to be heavy in 
view of the recent uptrend in Pakistan 
raw cotton. Hongkong cotton yarn 20’s 
were quoted nominally at $2120/$2160 per 
bale and three-months forward at $1980/ 
$2000 per bale. 
per bale. Italian cotton yarns continued 
to fall with the arrival of fresh supplies: 
20’s sold at $1760 and $1820 per bale. 


Raw Cotton—Heavy. Japanese buying 
of raw cotton in Pakistan has sent the 
rates up. Prices on the local market 
followed suit: NT-roller gin and LSS-r.g. 
were quoted nominally at $3.60 per lb., 
4F-r.g. at $3.50 and 289F-r.g. at $3. 715 
per lb, On the other hand, Rangoon raw 
cotton was offered lower at $2.50, Egyp- 
tian cotton at $4.50 and Brazilian cot- 
ton at $4. 30 per lb. 


Metals—Stagnation in the metals mar- . 


ket continued during the week. Such 
purchases as are made by the mainland 
purchasing organisations are in small 
lats and do not affect the market to any 


great. extent. Tinplate, Japanese, 20” x 
. 28” 200-Ib. case fell sharply to $280 per 


case notwithstanding a ¢ertain amount 
of activity; the British make of the same 
specification, ordinary wooden case pack- 
ing, fell to $320 per case, while 
well-known makes in tin-lined cartons 
were offered at $350 but with counter- 
offers by buyers at $330 per case; U.S. 
miscellaneous makes fell to $370 per case. 
U.S. Tinplate Waste, Waste, coked, 18” x 
24” tonnage packing dropped to $330 per 
200-lb. unit. Japanese Black Plate 3’ x 6’ 
G30 &. G31 stiffened to $125 per picul for 


spot from the former $124; G18 after fall- 


ing to $1.10 under competition rose to 
$115; G20 was quoted at $120 per 
picul. Galvd. Iron Sheets fluctuated 
slightly: G31 3’ x 7 declined to $11 per 
sheet, while 3’ x 6’ sold at $10 in small 
transactions; G24 & G26 were quoted at 
$1.15 per lb., and G28 fell to $1.45 per 
lb, Mild Steel Round Bars were in de- 
mand for local building construction, but 
heavy stocks prevented much increase in 
price: 40’ 3” to 1” rose from $45 to $48 
per picul; 20’ 8” to 1” fell to $42 per picul 
as against $44/$45 sellers’ price. 


~ ~ 


‘Indian 32’s soldat $2300 


‘dealers having satisfied 


Industrial . Chemicals—The industrial 
chemicals market showed some improve- 
ment, with buyers from Taiwan active 
and ‘with dealers from Canton also in. 
terested. Demand for Paraffin Wax 143° 
& 150° was keen, sales being effected at 
$91 per picul. Dutch Lithopone 30% was 

also popular, selling at 75 cents per “Ib. 
Caustic. Soda, Crescent brand, in 300-Ib. 
drum was in demand at.$390 per 300-kilo. 
drum. Soda Ash in 90-kilo bags sold at 
$34/$34.50 per bag,. German Carbon 
Black in 1453 - Ib. case was unloaded by 
stockholders in the face of plentiful new 
arrivals, the’ price falling trom $660 to 
$600 per case. After having been quiet 
for a long time, sales were recorded of 
Mercury at the old en of $1400 per 
picul. 


' Paper—Both South and North China 
their require- 
ments, were out of the market, but buy- 


ers from Taiwan were still active. Few | 
transactions, however, took place, sales © 


generally being on a small scale. M.G. 


Pure Sulphite 20-gr. 30 x 40 was quoted | 


by sellers at $26.70/$27 per ream, but 
buyers offered. $26.50 and few transactions 
were effected. White .Glassine 26-lb. 30. 
x 40 was traded in small lots at $52 per 
ream, although sellers asked $54/ $55 per 
ream; Czech Imitation Glassine 23-lb. 30 
x 40 sold at only $45 per ream. Straw- 
board was firmer: Dutch No. 8 253 x 304 
was transacted at $720 per ton while Nos. 
10-16 was quoted by sellers at $715; Tai- 
wan No. 8 rose to $730 per ton; Shanghai 
Nos. 8-10 264 x 303 improved to $740 per 
ton. Newsprint in reel, Norwegian 31” 
52-gr. was quoted at 85 cents per Ib. 
European Newsprint in ream 50-lb. 31 x 
43 was offered at $43/$42 per ream; the 
Japanese product. rose from $36.50 to 
$37/$38 per ream in sales to local users; 
the N product sold at $37 per 
ream. 


- China quantities of 
Woodoil (Tung Oil) and Cassia Lignea 
arrived in the Colony last week, evident- 
ly as a result of a circular sent round 
to dealers in Canton by the S. China 
authorities to clear shipments of China 
produce already permitted, before the 
end of the year. The market in Woodoil 
(Tung Oil), however, was slow few trans- 
actions in large quantities taking place; 
the nominal price of unprocessed qual. 
in bulk was $242.50 per picul, the Euro- 
pean offer fell to £270 per long ton c. & 
f. Teaseed Oil had few transactions, the 
European buying offer standing at £190: 
per long ton c. & f., and the local quota- 
tion nominally at $178 for 3% fi.f.a, and 
$172 for 5%. Aniseed Oil, unprocessed 
qual., Was an exception among vegetable 
oils in showing a rise to $835 per picul 
for unprocessed qual. and $850 for export 
qual. Rapeseed Oil was quoted . by 
sellers at $175 per picul with few sales. 


Cassia Lignea continued to arrive in 
the Colony in a steady stream; the de- 
mand from India weakened but prices. 
remained firm with purchases by ex- 
porters to Europe: West River 1-cwt. bale 
was transacted at $93 per picul, and 80-lb. 
bale scld at $90 per picul. Duck Feathers 
were in demand by local factories, high 
grade qual. being absorbed at $1480 per 


- 
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Far Eastern Commercial & Financial Reports 


Foreign Investment in Japai 

Since the Japanese Foreign Investment 
law was revised as from April 3, 1951, 
to enable foreign nationals to acquire 
not only new stocks isstied by joint in- 
vestments but also stocks already in cir- 


culation, foreign investment in Japanese 


stocks has shown a steady incréase, ac- 
cording to a survey by the Foreign In- 
vestment Board: In May 5000 stocks 
were listed, .in July. 83,900, August 209,- 
300, Sept. 486,400. and October 5,991; 6 


The popularity of Japanese stock: 
among foreign rationals is attributes 
to salesmanship of Japanese .securities 
in the U.S.A:, higher yields. from Jap- 
ariese than from U:S. stocks, and non- 
taxation of Japanese stock transfers: 


Fears haying been éxpressed in some 
quarters that the increasing acquisition 
of stocks by foreigners might eventually 
give them a prépérndérating vojce in the 
management of Japanese the 
Board points out that while pa Hticipa: 
tion in management requires the holding 
of at least 7% of the total stock, the 
hitthest percentage so far acauired by 
foreign nationals is only 1.58% of the 


Toyo Rayon stock. 
3 Major Japariese Stocks Purchased by 


Percent. of 
total 
Telkoku Rayon 164.300 1.014 
Mitsui Shipbuilding 70,000 0.296 
Shinke i, Spi 37,100 
Mitsibishi Mattie Transporta- 
bai ...:.:.. 5,600 


Koreari Open Acctunt with Japan 
Becoming effective as from Dec. 1, 


1951, an agreement was signed in Tokyo 


on Nov: 12 transferring full responsibili- 
ty in mattérs pertaining to aad pal tradé 
to the Japanese Govt. releasing 
SOAP of all wih ba liability in connec- 
tion with the Koréar open account. 


Undér the agréemetit the Japanese 
Govt. accepts full responsibility for the 
operation atid obligations of the open 
account established under the financial 
agreement for tradé between the Re- 
public of Korea atid otciipiéd Japan on 
June 2, 1950. The transfer of respon- 
sibility ‘will not necessitate re-negotiation 
of documents in connection with current 
trade transactions; all trade with Korea 
wil continue on the same basis as here- 
tofore. 


picul. while export qual. rose to $1550 
per picul., Dealers from the Middle East 
were in the market for Raw Silk: Kwang- 


tung 20/22 was traded at $2975 per picul. 


Kwangtung Grade A. Silk Waste sold at 
$900 per picul. reen Ramie had a few 
transactions at $305 per picul for éxport 
qual. Rosin, best qual., was priced 
$56 per icul, while 1st qual. was quoted 
nominally at "$55. 


- 


China-Poland ‘Batter Tratsactions 

Following the retent conclusion of a 
barter agreement between Poland and 
China; 9000 tons of soya beans have 
been. despatched by a Polish vessel from 
the Russian-controlled port of Dairen in 
North China to Poland. This cargo 
forms part of goods to be sent to Poland 
in exchange for machinery. 


World Shipping Construction 

The latest returns issued by Lloyd's 
Register of Shipping for the quarter end- 
ed Sept. 30. 1951, show a total world 
construction of merchant vessels 100 
tons and upward of 1202 ships aggregat- 
ing 5,464,502 tons, an increase of 133,288 


tons as compared with the figures pub-— 


lished in June. 


Great Britain and Northern Ireland 
continue to lead in shipbuilding. with a 
total of 368 ships aggregating 2,271,640 
gross tons. or an increase of 157,321 


tons against the previous quarter and 
the highest total recorded since Dec. 
1921. Vessels undér construction in all 
countries other than Gt.. Britain and N. 
Irelarid total 884. ships apprevating 
8,192,862 tons, showing a decrease of 


24 033 tons as compared ‘with the pre-” 


vious quarter. Figures are still unavail- 
able for China, Russia and Poland. 


Japan, with 448,135 tons under con- 
struction is third oh the list, although 
this amount is 72,530 tons under that 
of the figure published in June. 


Ship Construction in Leading Countries 
as at Sept. 30, 1951 ; 


Compared 

last 

Tons Quarter 

Gt. Britain & N. Ireland 2,271, f40 + 157,32 
Netherlands 297,476 + 2:180 
a 263,670 — 47:6868 
Spain — 10,975 


(SINGAPORE 


General Agents: BUTTERFIELD G&G SWIRE (H.K.) LTD. 


Passages, call 56260, 30331, 27160 


Freight, call 58948 
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Japan’s [Iron & Steel Industry 


A recent survey shows that last year 

Japan recaptured the position she held 
from 1933 until the end of the war of 
sixth in world production of steel ingots. 
Of an estimated global steel ingot pro- 
duction of 200 million tons, the U.S.A. 
came first with. 47%, while Japan pro- 
duced 2.4%. 
_ Japanese iron & steel exports to S.E. 
Asia during 1950 were estimated at 333,000 
tons or 40% of the total Japanese exports. 
The figure would have been larger had 
trade with China been possible. 


Japanese Trade & Production Estimates 


Trade and production plans for the next 
fiscal year (April 1, 1952, to Mar. 31, 1953) 


have been formulated by the Japanese © 


Economic Stabilisation Board and ap.- 
proved by SCAP for execution. Budget- 
ed international: receipts and disburse- 
ments provide for the following, with an 
estimated surplus of receipts over dlis- 
bursements of US$40 million. 


Receipts US$ 

From materials for Korea & ECA 

2,340,000,000 
Disbursements 


Although on the credit-side of the bud- 
get a fair surplus is expected in Pound 
sterling, it is estimated that receipts in 
US currency will not exceed US$150 
million. 


Estimated imports and exports are as 
follows: Exports: Cotton cloth 1,200 
million yards; raw silk 80,000 bales; rayon 
textiles 200 m,. yds.; fertilisers 150,- 
000 tons; sheet glass 400,000 cases; rolled 
steel 900,000 tons; bicycles 400,000; sewing 
machines 600,000. Imports: Wheat 1.8 m, 


tons; barley 750,000 tons; rice 850,000 tons, 


phosphate rock 1 m. tons; crude oil 17. 95 
m. barrels; raw cotton:1.75 m. bales; 
iron ore 3.3 m. tons; coking coal 1 8 m. 
tons. 


Govt, estimates 
been made by taking into account the 
latest international situation and the 
shortage of domestic power. 
mated that some 36,700 million kilowatts 
of electricity will be generated, and 
priority for the use of this power will be 


granted to the mining of coal supplies, 


the output of which is expected to total 
45 million tons. 
are: Steel 4.2 m. tons; lead 41,000 tons; 
cotton yarn 770 m. pounds; cement 6. 8 m. 
tons. 


ECA Purchases from Japan 


There is a possibility that U.S. pur- 
through the ECA 
funds may reach a total of! at least US$45. 


chases from Japan . 


million for the U.S. 1952 fiscal year, ac- 
cording to an estimate by the Japanese 
Economic Stabilisation Board. This 


figure represents nearly three times as_ 


much as the 1951 amount of $15.67 mil- 
lion, 

ECA assistance for 1952 to S.E. Asia “ae 
been fixed by the U.S. authorities at 
$183.5 million. During the U.S. 1951 


of have 


It is esti- . 


Estimates of production | 


FAR EASTERN ECONOMIC REVIEW 


‘FINANCIAL REPORTS 


HONGKONG STOCK & 
SHARE MARKET 


During the last few weeks the under- 
tone was weak to steady. Prices have 
found their proper level. There is some 
movement which recently tends to slightly 
lower levels. Besides profit-takers there 


-have been some V.I.Ps throwing on the 


market considerable parcels of shares 
and this has unnerved few holders who 
usually look for guidance to those leading 
cperators. The general sentiment is how- 


ever well maintained on previous rather 


optimistic level. Outlook for peaceful 
developments in Far East appears more 
confident now. At any rate, majority 
of lccal holders take a reason- 
able view of possible developments, and 
the scare of Hongkong’s pisstciued no 
longer rears its head, 

Business remains very active and brokers 
cannot complain about unsatisfactory 
earnings. The question of the 1% brokerage 
may be again discussed; the public has 
opposed the reintroduction of the 1% 
commission both on purchase and sale, 
and the brokers would be well advised to 
reconsider in the light of the «recent 
record turnovers their position vis-a-vis 
the high brokerage. Many brokers — this 
is ‘no secret whatsoever—are charging 
their clients far less, anything between 
4 to #%. With the modest fluctuations 
in the local non-speculative market, 
brokers may find-it to their advantage 
to reduce the current rate to the former 
level (4%). 


In November business totaled $ 20,570,- 
828, and for the first 11 months of this 
year it totaled $ 126,257,035 (against 1950 
fcr the whole year .of $ 60,108,912).° In 
Nov. last year business turnover was 
$ 9,262,225. 

Rates in Nov. were generally steady 
and speculators were conspicuous by their 
absence. Rubber shares were active and 
subject to many changes; in the end the 
losses were considerable though they were 
partially recovered in the beginning of 
the current month. 

The following is the record for sales of 
shares in November: 


General securities (all in number of. shares 
except Govt. loans in $) :— 


3,139 

40,450 


fiscal year American purchases through 
ECA funds amounted to $163,442,000, of 
which 1% or $15.67 m. was from Japan. 
Of this latter amount, $9.17 m. worth 
went to Taiwan, $4.1 m. to Burma, and 
$1.2 m. each to Indochina and Indonesia. 


December 13 
Shanghai Lands .......... 26,900 

Sandakan Lights ........ 875 
Rubber Shares 


SINGAPORE SHARE MARKET 


Malayan markets moved irregularly during the 
last November week. There were firm spots among 
Industrials and a general easing in Tins and 
Rubbers on the Korean truce proposals but for 
the commodity counters there were alert buyers 
at hand:for anything really cheap and overall 
a reasonable turnover was effected. 


Mr. Lyttelton’s bluntly expressed curpene to 
concentrate on restoring law and order, and 
not to be side-tracked by the consideration of 
non-essentia!s, met unanimous’ approval in 
Singapore commercial circles. Hopes were ex- 
pressed that the same policy of discarding re- 
dundancies could be implemented in the field of 
Government finance where with a multiplication 
of officials, straining all accommodation, the 
country is administered not half so well as it 
was by the Gideon band who opened up Malaya. 


In the Industrial section Malayan Cement were 
a feature rising from 50 cents to 59 cents before 
fairly heavy offerings brought the market lower 
at the close. There was good enquiry for Fraser 
& Neave and some switching into this stock from 
Malayan Breweries. 


Among Dollar Tins Klang River were sought 
and had unsatisfied buyers up to $2.35. Rawang 
Tinfie'ds excepted, Australian Tins were inclined 
to sag. Sterling Tins were mostly neglected but 
Ampat had good buyers throughout both locally 
and in London. There was also some enquiry 
for Kamunting. 


Rubber share dealings covered a wide spread. 
In a weakening market Changkat Serdang went 
against the main trend to 3.10 cum. dividend. 
In Tambalak a few speculators discounted their 
holdings to investors willing to await the liquida- 
tion distribution. 

The heavy fall on Australian Exchanges at- 
tracted some Malayan money as did the specula- 
tive prospects of Japanese Bonds on the London 
market. 

Fairly large orders were placed in London 
when it was thought that the 314% British War 
Lean might recede to 81 but the up-turn came 
before these limits were reached and on Wednes- 
day stock was taken at 8254. The British 4% 
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Business Done. 


‘Gammon $2.55,.Malayan Cement 50 cts. 


& $401, 


and 32/6, Katu 18/-, 


for the year. 


Rantau Tin Dredging Company Limited. 


‘Funding Loan was taken by. buyers requiring a 


redeemable security. 


24-30 November. 
Fraser & Neave 38.90 to 4.065, 
to 59 
$1.75, Singapore Cold 


Industrials. 


cts., Malayan Collieries 


Storage $5.20 to $5.05, Straits Times $4.10 to 


$4.05, Straits Trading $21. 75 to $22.00, Straits 
Steamship $22.50 to $22.25, Union Insurance 
United Engineers $16.00, Henry 
Waugh $2.55 to $2.70 to $2.60, Wearne $4.40 


and $1.45, Wm.-Jacks $3.40 and $3.45. 


Tins. Hitam $1.00, Hong Fatt $1.22% to 
$1.20, Jelebu $1.2714 and $1.25, Johan 65 cents, 
Kesang $1.35, Klang River $2.324% and $2.35, 
Lukut 50 cents, Petaling $6.40 to $6.3214, Rantau 
$3.37% to $3.40 Ta'am $3.60. Austral 
Amalgamated 13/9 to 13/6, Kampong Lanjut 32/9 
Kuala Kampar 40/3 and 


40/-, Larut 14/3 and 14/-, Pungah 24/- to 23/6, 


Rawang Tinfields 9/7% to 9/9 o.d., Ampat 6/1044. 
‘to 7/3 


Rubbers. Bassett 85 cents, Benta $1.47, 
Borelli $2.80, Brunei United $1.3214, Changkat 


Serdang $3.00 to $3.10 c.d. to $2.75, ex. div., 


Glenealy $1.80 to $1.75, Jeram Kuantan $2.15, 
Kempas $2.72% to $2.60, Kuala Sidim $2.12% 
to $2.10, Mentakab $1.82%4 to $1.8114, New 
Serendah $1.60 to $1.45, Nyatas $1.55, Pajam 
$1.90, Parit Perak $1.95, Sungei Bagan $2.90 
$2.60 ex. div., Tambalak $2.15 and 
$2.12%, Teluk Anson $2. 35, Tapah $2.85 and 
$2.80, Ulu Benut 60 and 59, Temerloh $1.20 to 
$1.15, United Malacca $2.15. 

Oil British Borneo Petroleum 45/4% and 45/-, 
United British Oilfields of Trinidad 28/3. 

Overseas Investments—Australian. Castlemaine 
Perkins 27/-, Blair Atho] Coal and Timber 18/-, 
Broken Hill Proprietary 51/8, Elder Smith 30/-, 
all Australian currency, Mount Isa 49/- sterling. 
South African. Associated Manganese 64/3 and 
62/-, Messina Copper 106/3. Foreign Bonds Jap- 
anese 1924 6%, 75% and 7414. 

Company Reports:— 

Atlas Ice Company Limited, which has works 
in Malacea, Singapore and Kuala Lumpur made 
$116,718 (14.5%) for the year ended 30.9.51 and 
a dividend of 8% is recommended. Net liquid 


assets at $503,674 are equivalent to $6.60 -per 


share. 

Kamunting Tin Dredging Limited. With four 
dredges digging in Malaya and two in Siam made 
a profit in the year ended 31/3/51 of £720,740 
(107.7%) after British Profits Tax. Final divi- 
dend of 15% payable 18/12/51 wil make 40% 


for taxation but ignoring Rehabilitation Loan 
work out at £1,127,000 or 8/id. per share. In 
Siam one dredge will have worked out its ground 
by Spring 1951 and the other a year later and 
a new property at Bangtoe is being acquired for 
some £80,000 estimated to contain 57 million 
yards of .56 lb. ground. 

No.. 2 
dredge worked throughout year ended 30/6/51 
and made a net profit of $2,228,801 (153.7%). 
A final dividend of 25% is recommended making 
50%. for the year. $908,124 was paid to ac- 


count the Company’s Rehabilitation Loans in 


addition to the 60% first payment from a War 
Damage Award of $1,229,305. No. 1 dredge 
joined in commercial production on 1/9/51. 
Sione Tin (F.M.S.) Limited. Incurred a net 
loss of £3,360 for the year ended 31/3/51. 
Net liquid assets in Balance Sheet at £33,790 
come to 4/4% per share. Negotiations to sell 


the remaining land for dredging proved abortive. 


and the mine has now. been let on tribute. 
Southern Tronoh Tin 


ing out 909% account the period. Net liquid as- 


sets at balancing date work out at £ 229, 998 or 


5/9 per share. 


Tronoh Mines Limited. four dredges 
in 1950 and out of mining revenue and divi-. 


dends from investments showed a profit of 
£715,315 (238.4%) after British Profits Tax. 
Dividends abserbed 100%. Net liquid assets at 


31/12/50 ignoring Rehabilitation Loan and’ ad- 


vanees to subsidiary Company come * £ 928, 054 
or 15/5™% per’ share. 

Ayer Molek Rubber Co. Ltd. Roaed a profit 
of $265,825 (132.9%) in the year ended 30th of 
September, 1951. Final dividend of 20% is re- 
commended making 45% for the vear. Net liquid 
assets in ba'‘ance sheet $295,665 are equal to 
$1.47 per share. Cost of production was 55.8 


cents per Ib. on a crop which averaged 489 ths. 


per acre. 748 acres were tapped including 193 
acres planted with selected stock. Immature 
plantings amount to 320 acres. 


Net liquid assets after providing 


substantial, 
- ness is concerned, a dominant part in the sup- 


Dredging Limited. 
Operated 2 dredges throughout 1950 and made 
£177, 432 (88.7%) after U.K. Profits tax pay- 


Mandai-Tekong (Singapore) Rubber Estates, 
Ltd., sold the Tekong division of 122 acres for 
$48,600 during the year ended 3lst July 1951. 
Loss for the year was $4,649. Net liquid assets 
in balance sheet were $51,700 or 13.7 cents 
per share. The Company still retains its Mandai 
division of 485 acres whieh is on Singapore 
Island. 

Sepang Valley Estate Limited. concluded an 
agreement to sell its estate of 779.7 acres for 
en Purchase price is equal to $2.65 per 
share. 


WHEELOCK, MARDEN & © 
CO., LTD. 


At. the annual genéral meeting of Messrs. 
Wheelock, Marden & Co., Ltd., it was dis- 
closed that the Company’s profits for the year 
amounted to $2,716,239 and as the Chairman 
announced the Company had “attained propor- 
tions. greater than ever before contemplated.’’ 
A dividend of $3 per share, free of tax, was 


declared as well as an interim dividend of $2 


per share on the working of the first six months 
of the current year. 

In his address, the Chairman pointed out that 
so far as Hongkong was concerned the year 
had been overshadowed by varying course of 
events in Korea and their effect upon the policies 
of certain members of the United Nations, ‘“The 
tight money situation of the previous year, con- 
tinued almost throughout the Company’s ac- 
counting period and was even accentuated from 
time. to time by restrictions and embargoes 
emanating from abroad, which although directed 
against the regime on the mainland seemed at 
the time, at anyrate to the more apprehensive 
amongst the local community, to have been 
prepared with the thought that Honglhony and 
its interests were comp:etely expendable. 
then, however, and with the very fullest co- 
operation of the local representatives of the 
United Nations Powers concerned, mucn 


the sanctions with the special position of Hong- 
kong and it wou!d, I suggest, be fair t) say 
that the strong feelings held at the outset that 
there had been wanton discrimination against 
Hongkong have to a great extent abated. Share- 
holders will not, however, need to be reassured 
that their Board and management had no part 
or share in any despondency. Our activities 
continued unabated in respect of all our in- 
terests here and abroad and there is every reason 
to believe that our course of action will continue 
to be completely justified. 


The Chairman also pointed out that the Com- 
pany’s main activities—along the lines of ship- 
ping & finance—have continued most satisfactory. 
Considerable additional financing over and above 
the Company’s own resources and normal banking 
facilities has been—and continues to be—neces- 
sitated, particularly as certain other fields of 
financing in which the Company has: specialised 
in the past have also increased considerably both 
in volume and scope. The substantial accom- 
modation necessary for this increased tempo, 
has been most readily forthcoming from the 
Hongkong & Shanghai Banking Corporation to 
which institution the Chairman’ wished publicly 
to tender the Company’s thanks and appreciation. 

“As a direct result” the Chajrman continued, 

‘‘we have been placed in a position to take a 
indeed, so far as more recent busi- 


plying of ships to Japanese buyers—and have 
thereby not only acquired a substantial goodwill 
which is likely to stand us in good stead in the 
future but substantially to increase the stature 
of our various interests in Japan. Such a posi- 


tion might otherwise have been impossible to 


attain without the difficulty and delays attend- 
ing -the provision of a substantial amount of 
additional capital. 

“Our Hongkong subsidiaries have had in the 
main a most satisfactory year and there is a 
newcomer amongst them to which I shall refer 
later. 

‘‘We propose, albeit with regret at the neces- 


. sity, to take steps to change the nme of our 


subsidiary Shanghai Tug & Lighter Co., Ltd. in 
order to make effective use of its structure. This, 
the oldest company amongst our subsidiaries, 
was incorporated in Hongkong half a century 
ago as an amalgamation of concerns which had 
served the community since the early days of 
the Treaty Ports and the change of the well 
known name, entirely desirable although - it is, 
will break a link with the. past. 


“In daver, apart from the special business 
to whigh I have already referred, development 


Since 


has proceeded in many directions and our dest 


- tion and reputation there has become enhanced. 


has . 
been done to reconcile the legitimate objects of. 


“In Shanghai there has been little change in 
the situation and our various interests there, 
together remain barely self-supporting. 


“We have acquired, together with our as- 
sociate, John D. Hutchison & Co., Ltd., an in- . 
terest in the old established firm of Reiss, Brad- 
ley & Co., Ltd. 

“In the United Kingdom our insurance in- 
terests have progressed satisfactorily and their 
spread into the United States,, which men- 
tioned to you last year, has been attended with 
the full incveased business hoped for. Our mer- 
cantile and textile operations have develop- 

along anticipated lines and our shipbuilding 


and repairing business with the impact of De- 


fence work has orders covering an extended 
forward period. The Yard again worked at a 
loss in respect of the year to September 30, 
1950, and the increased volume of its business 
has ‘made it necessary for us to afford it sub- 
stantial financing. These substantial orders in 
hand, however, are expected to bring the sub- 
sidiary back into the profit earning field. 

“Our Associated Companies, with the single 
exception of Metal Industries of China, have 
had a satisfactory year and the Far East Avia- 
tion Group. of which I spoke last year ht whi-h 
was actually acquired during the period under 
review, has been divided so tuat vse accuak 
Aviation interests become our direct ful:y owned 
subsidiaries, whilst Far East Motors becomes 
the property of John D. Hutchison & Co. Ltd., 
in which concern, as you are aware, we have 
a fifty per cent interest. me 


ANGLO-JAVA -ESTATES, LTD. 


In the course of his speech at the annual 
genera! meeting of the Anglo-Java Estates, Ltd., 
held last week, the chairman pointed out that 
“the outlook for the Company is very depress- 
ing, and it is not at all certain that the lease- 
holds will ever again be worth anything to the 
Company.” He went on to say: “There is 
still no encouraging news to give to share- 
holders. Owing to the heavy growth due to 
lack of upkeep and also the lack of security, 
it has not yet been’ possible to make an accurate 
assessment of the Soepit Oerane Fistate. The 
other estates have been completely destroved 
and are still inaccessible.’’ The chairman fur- 
ther added: “There is no povcsibility of com- 
pensation for the assets dectroved by the Janan- 
ese, or destroyed by the Indonesians during their 
resistance to the Dutch.’ 


The accounts of the Ho'ding Company showed 
a loss of £7,731 which when added to the debit 
balance on Profit and Loss Account brought 
forward, and after deducting a reserve no 'onger 
required made a total debit balance of £10,432 
which it was recommended should be carried 
forward. 


SANDAKAN LIGHT & POWER 
COMPANY (1922) LTD. 


At the Twenty-fifth ordinary general 
meeting of the Sandakan Light & Power 
Company (1922) Ltd., it was disclosed 
that a gross profit cf $84,415 had been 
made during the past year, The previous 
year the profit shown amounted to $59,192. 


Althcugh the demand for electricity. 
to grow, increasing production 

osts made it improbable that the additional 
would reflect a yield more 
commensurate with the capital needed. 
Costs were rising and the North Borneo 
Government had been approached for 
permission to add a surcharge of 15% 
to existing rates for light and power, but 
a definite answer had not been received 
although indications were that it would 
be favourable. 


The chairman, in the course of his ref 
marks said that at the last annual meeting 


he had referred to negotiations which 


were in progress at that time concerning 
the propcsed merger of the Sandakan 
Light and Power Company with the All 
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North Borneo Electricity Scheme. These 
negotiations arose from the Govt. of 
N. Borneo’s desire to co-ordinate the 
electric lighting facilities throughout North 
Borneo to cover all the towns and larger 
villages. The Colonial Development Cor- 
poration, however, which had at first 
shown interest, was unable to participate 
in the original over-all scheme and could 


only consider ‘the development of such. 


places as Labuan, Jesselton and Tawau. 
Under the circumstances the original 
scheme has been shelved; but the deve- 
lopment of the towns mentioned will be 
watched by the Sandakan Light & Power 
Company with interest, and shareholders 
were assured that the interests of the 
Company in any future development will 
not be neglected. 


HONGKOKNG EXCHANGE & GOLD MARKETS 
Review for the week December 3—8 :— 

GOLD: Highest & lowest rates for .945 fine 
tael $328—319%4 equiv. to .99 fine tael and oz 
rates of resp. $343.61—334.97 and $285.55— 


278.37. High &° low daily rates: $328—326% ; 
327-54 —825-%6 ; 827-%4—325 ; 325%4--323-% ; 324— 
322; 321. 31934. Week’s opening 328, closing 


32114. Macao and Canton .99 fine tael rates 
resp. $34014-—-333144 and $338—531. Crossrates 
US$41.88—41.62. Cif Macao contracts conclud- 
ed at 41.71—41.41 for total of 22,400 ozs. 


Quotations declined steadily during the week 
following weakness of TT New York. If Korean 
peace is actualiy concluded—which js still far 
from certain— prices will hit rockbottom. Already 
world prices ‘have sunk to 38%. Far Eastern 
bul ion marxets \ere bearish; demand fell off 
and prices tended to equal Hongkong. Thus 
local exporters’ profit margin narrowed down, 
amounting last week to at most 6%. Taking 
smugg:ing and other charges into consideration, 
some exports were shipped out without bringing 
traders any profit. 

Interest ruled in favor of buyers, totaling 7cts 
per 10 taels. Tradings 178,740 taels (29,790 
daily average). Position average 92,800. Cash 
bars 30,950 taels of which 8450 offiaial!y listed. 
Imports from Macao 20,500 taels. Exports 17,000 
taels, shipped to Bangkok 9500, Singapore 7500. 
Maniia re.ently shi ped large quantities of 
Philippine mined gold to Bangkok which caused 
slump in Siam. lilicit exporters in Manila are 
Chinese with, it seems, good protection supplied 
by some govt quarters. (Corruption ‘in Manila 
is very widespread). Differences for .99 fine 
tael ranged from $19—20 and $15—15.10 for resp. 
loca! and Macao minted bullion. 

US$: Highest & lowest rates for US notes 
$6841 DD 685—668, TT 
equiv. to crosses of US$2. 324—2.386. Daily 
rates for TT, high and low: $688144—685; 687— 
68114 ; 683—6771%4; 678—675; 674-—670%. Sales: 
US$1 million in TT, 450,000 in DD, 520,000 in 
notes. 

Sterling was improving on worid markets; it 
seems the US will support, in one or several ways, 
the British economy during the period of rearma- 
ment. Supply was easier esp. as Bangkok so:d. 
Outport sellers were otherwise m evidence as 
rates in Hongkong rule highest and therefore it 
ds profitable to seli US$ here rather than in other 
Far astern exchange markets. Overseas  Chi- 
nese remittances were also on offer, both from 
current receipts and ex hoards—many holders 
now feeling that further hedging may result in 
losses. The decline in TI New York may soon 
turn into partial recovery; there is alWays a 
shortage in US$ suppiy though this fact is often 
obscured. 

Local authorised exchange banks, previously 
only dealing in official exchange, are now also 
selling TI New York at open ‘market rates. 
Tne practice is that a buyer of DD or TTI’ New 
York gives his order to the bank who then issues 
a draft or effects a cable transfer charging 
somewhat in excess of the open market rate. 
Many clients prefer to deal with an authorised 
bank rather than with a native bank. Exchange 
Control will ony in exceptional cases permit 
purehase of US$. For all practical purposes 
Hongkong transacts US exchange at open 
market rates which are between $1.15—1.20 
higher than official rates (banks’ selling DD 
New York US$ 17-5/16 or HK$ 5.7762, banks’ 
buying US$ 17-11/16 or HK$ 5.65387). 


Singapore quoted $1.86—1.85, 
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SILVER: Prices declined on weakness of US$ . 
‘and business was dull. 


Bar silver quoted $6.32—- 
6.30 per .99 fine tael, doliar coin $4. 05—4.04, 
small coins 3.12—3. 10. 


BANKNOTES & FAR’ EASTERN DD: 
Manila 2.20-— 
2.18, Bangkok $305—.303, and _ sales totaled 
Mal.$ 114 million, 180,000 pesos and 2 million 
baht. 


Notes- per one unit in HK$ quoted: London 


15.60—15.58, Australia 12.52—12.45, New Zea-. 


land 14.30, Egypt 138.50, South Africa 15.60, 
India 1.18—-1.172, Ceylon 1.02, Malaya 1.825-— 
1.81, Canada 6.49—6.36, Manila 2.24—2.23, 
Saigon .J335—.133, Bangkok .30——.295, Indo- 
Nesia .393—.392, Macao 1.16—1.15. Business 
quiet except in Canadian’ currency which ‘was 
active and rates improved in spite of US$ de- 
cline. 

CHINESE EXCHANGES: Taiwan yuan quoted 
per 10,000 $2775—2530, gold and US$ transfer 
resp. 99144—99 and 98—971%%4 per 100- in Taipeh, 
but sales were nominal except in Taiwan yuan 
which totaled 3% million yuan. The Taiwan 
currency showed strength and observers here 
predict, on basis of favourable progress of Tai- 
wan’s economy, steadiness for the next weeks. 

People’s Bank yuan quoted per one million, 
for notes $170-—-166%4, 
Amoy 204—209 with sales as follows: 50 mi’- 
lion, 150 m. and 185 m.. respectively. HK$ 
transfer with Canton quoted 90, gold and US$ 
exchange -with Shanghai resp. 84%—84 and 
83144—83. 

PBY gained some ground as Korean cease-fire 
appeared near and as result of Peking’s allo*a- 
tion ef a larger amount, rumored to be $15 
million HK currency, to Chinese importers to 
purchase goods in Hongkong. Exchange is still 
very scarce in Peking but recent improved re- 
ceipts from overseas Chinese has enabled Peonle’s 
Bank to finance larger imports—such as can be 
bought in F'ongkong under present’ export 
restrictions. Peking has exercised much pres- 
sure on relatives of overseas Chinese and daily 
one hears moré scandalovs reports from. such 
victims of the communist ‘liberation’. The 
shortage of exchange has led to Peking adopt- 
ing an atrocious policy towards the _ hap’ess 
recipients of remittances from relatives abroad; 
often these people are arrested and sent to 
‘rural education centres’—another name for 
Buchenwa ds a la communiste. 


HONGKONG CLEARINGS & 
BANKNOTES 


Hongkong bankers’ clearing house total 
for November amounted to $1,367,556,704. 
For the months July to October totals 
were resp. 1454 million, 1609 m., 1381 m. 
and 1454 m, These figures are the highest 


in Hongkong’s financial history reflecting 


as they do the very great amount of busi- 
ness and general economic activity in this 
place. 

Trade remains, despite the unfavorable 
prognostications of some business circles, 
very high though inflated prices after 
Korea tend to blur the picture and make 
comparisons difficult. Nevertheless, this 
year’s Jan./Oct, imports of merchandise 
totaled $4022.9 million, exports $3912.4 m, 
a total of $7966.1 m. or £497.9 m. or US$ 
1394 m, Against the same period in 1950 
the current year’s trade is 35.6% up. It 
is the highest on record in Hongkong’s 
history. In October, imports valued 
$418.8 m. anl exports $274.3 m. 

The clearings would show still larger 
figures if the financial giant of this colony, 
the Hongkong & Shanghai Banking Corp., 
were not to act like a clearing house 
itself on account of the large business 
this institution is handling. Besides im- 
port & export which always account for 
the majority of! clearings, the financial 
activity in Hongkong, is not always con- 
nected with local business, is growing 
ever more complex and East Asian. wide. 
Many neighbours like Manila and Bangkok 
are utilising local facilities of the open 


‘overseas Chinese remittances, 


DD Canton 219—210, DD | 


exchange market: for transfers; there is. 


alot of Japanese trade with other coun.. 
tries being financed through Hongkong; 
in various 
currencies, are routed through Hongkong. 
However, the trend in recent months 
both in local securities and real estate 
has been upward, and housing construc- 
tion has proceeded at fast speed. In. 
dustrial activity accounts for a substantia: 
porticn of the monthly clearings; local 
manufacturing enterprises have, by & 
large, been able to boost sales which also 
means increase of purchases of raw 
materials: abroad. 


The banknote circulation of the three 
private banks amounts now to $ 802.4 
million, the 
Banking Corp. accounting for $ 755.8 m., 
Chartered Bank for $ 42.6 m. and Mer- 
cantile Bank for $ 3.8 m, The circulation 
has remained practically unchanged for 
many months. 

Hoarding of local currency in. Canton 
and elsewhere in South China has very 
much decreased and it is estimated that 
no more than $ 20 m. may now be hoarded 
all over China. The People’s Bank of 
China is holding a small amount in HK 
currency and may within a short time 
be compelled, to finance urgent imports, 
to part with this reserve (obtained from 
compulsory conversions during 1949/50). 
The bulk of the local currency is held 
here, and. it is usually a matter of sur- 
prise for foreign observers to note the 
height of the total issue (to which must 


be added Govt. $ 1 and subsidiary sg 1 
is 


as well as coins). The explanation 

that although there has been a tendency 
among local merchants to use increasingly 
cheques when making payment a great 
deal of so-called native trade and exchange 
is still being conducted on the basis of 
payment in banknotes. This is particularly 
the case in bullion trade. The illicit 
nature of imports and exports, and the 
lack of trust im customers generally has 
made it obligatory for buyers and sellers 
to offer and accept banknotes when 
dealing in gold and silver; exceptions are 
made only among old connections. Then 
there is the ingrained oriental habit to 
keep banknotes at home rather than to 
deposit them in their bank accounts. 
Commercial and old-style banks also keep 
large amounts in their vaults. <A _ lot 
of business and speculation is carried on 
from day to day without recourse to 
cheque payment. The banks here dis- 
courage savings by granting only 1% p.a. 
while fixed deposits on an annual basis. 
only bring 2% —many banks refusing to 
accept deposits against payment of in- 
terest. Under such conditions it should 
actually surprise local observers that the 


note circulation amounts only to $ 800 m. 


SIN HUA Trust, Savings & 


Commercial Bank, Ltd. 
(Incorporated in China, 1914). 
Hongkong Branch: Marina House 
Tel: 32111, 31221—-31222. 


Hongkong & Shanghai | 
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_ HONGKONG INDUSTRIAL REPORT Cea alleen Mills, Hongkong Rubber Manuf. 


Ltd., Nam Jam Factory (Knitting), and 


For November Mutual Trust Co. (Mining) the last- 


Factors 


ber 1951, 53 applications were received 
by the HK Labour Dept. for the regis- 
tration of factories and. workshops, 18 
- being in Hongkong and 85 in Kowloon 


& New Territories; 13 registration cer- 


_tificates were cancelled: {HK2, K. &-N.T. 


11); 6 applications were: ‘refused ( 2&4); 


6 illegal factories were found & closed 


down (2 & 4); 24 régistration certificates 


. were issued (11 & 18). 


The following is a list of factories & 
workshops recorded and registered in 
November, giving the number of. em- 
ployees: 


1 Electroplating  ...... 123 100 223 
1 Mining (Lead) ...... 110 — 110 
3 Tapes & Labels 63 19 82 
1 Hats eevee 50 20 70 
1 Cassia Sorting ...... 8 50 58 
1 Medicines 42 16 
1 Weaving (Silk) ..... 10 BA 
3 Metal Wares ........ 23 24 47 
1 Electric Bulbs RE) 20 30 
1 Bakelite Wares .... 18 21 
1 Motor Body 
(Assembling) ...... 20 1 21 
2 Cotton Weaving 
1 Plastic Wares ........ 15 | 19 
1 Zinc Powder...:.2. 16 15 
10 1 11 
1 Napping (Knitting) .. 10 -— 10 
46 954 718 1667 


One factory, a metal works, changed 
its name in November. Registered fac- 
tories that closed down in November 
totalled 13: 2 Thread, ard 1 each Metal. 
Metalware, Enamel, Printing, Foundry. 
Knitting, Cotton Quilt. Weaving, Button, 
Umbrella and Timber Yard. ° 


For the January-November period. 
879 applications were received for regis- 
tration (118 HK & 266 K. & N.T.); 181 
registration certificates were cancelled 
(57 & 124): 387 apnlications were re- 
fused (14 & 28); 52 illegal factories 
were found & closed down (18 & 34): 
273 registration certificates were issued 
(108 & 165). 


As at Nov. 30, 1951. factories & work- 
shons registered totalled 1336 (408 H.K. 
& 928 K. & N.T.) and avnlications under 
soeuerretee amounted to 397 (146 & 

1). 


Employment in Factories — At the end 
of the third quarter of 1951, a total of 
1873 factories & workshops had been 
registered with the Dept. of Labour, 


named being proprietors of the Ma On 

Shan Mine in the New Territories, the 

employing 95,827 workers, of which _ ore from which is taken by Japan. 
‘61, 802 were men and 34, 025 women. | 

The concerns employing 2000 workers 


|. LK, Factories & Workshops and over are: Hongkong & Whampoa 
September 80, 1951 Dock. Co. 
gineering -Co. Lt arsman Hongkong 
China Ltd. at their Needle Hill Mine in 

994 i— 20 8,462 2,051 10,518 
474 21— 9,274 5,073 14,347 Industrial Accidents — Industrial & 
176 50— 100 6,812 5,742 12,554  geccupational injuries revorted during 


101 200. 6,799 «6,944 13,748 totalled 58, involving 54 per- 


201— 300 por sons, of which 2 were fatal; of these 34 
426 6307 occurred in registered factories or work- 
18 601-1000 Shops. The injuries come under the fol- 
6 1001-2000 4.550 2.646 719g lowing headings: Machinery 16, in re- 
8 Over 2000 8,879 112 8,991 gistered. factories; transport Zz. 1 in reg. 
factory; explosions 2, 1 in reg. factory... 
bests . | electricity 1, in reg. factory: falls of 
(1,878 61,802 34,025 95,827 persons 14, 6 in reg. fact.; stepping on 


or striking against object 2, 1 in reg. 
fact.; falling objects 4, in reg. fact.; 
Factories employing between 1000 and falls of ground 3 (2 fatal): handling 
2000 workers are: East Sun Textile Co. without machinery 1, in reg. fact.: 
Ltd., Wyler Textile Ltd., Hongkong miscel. 9, 3 in reg. factories. 
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The businessman’s first choice is always TWA, 
That’s because TWA’s conveniently scheduled flights 
help you make the most of every working day. TWA 
links 60 of the major business and industrial 
centres of the U.S.A, with 18 countries in EUROPE, 
AFRICA, the MIDDLE EAST and ASIA, 

Use the one-airline all the way, 
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TWA 


Book thru any 
Travel Agent, Airline 
or Shipping Line 
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December 13 


HONGKONG. POSTAL REGULATIONS 


‘and Export of ‘Goods | 


Parcel Post 


Postmaster General, in an an- 
neuntement dated Dec. 3, draws special attention 
to the fact that the export and import of certain 
goods by parcel post: without licence. is an offence. 
The Exportation (Prohibition) (Specified Articles) 
Order,’ 1951, published in Supplement No. 2 of 
the onkkkong: Government Gazette, June 22, 
1951, contains:a ‘schedule of ‘Specified Articles’ 
which ;maynot be exported from the Colony, 
except under a licence issued by the Director 
of Commerce and Industry: The  tmnportation 
(Prohibition) (Specified Articles) Order, 1951, 


NATIONALE HANDELSBANK N 


Incorporated in the Netherlands. 


Established 1863. 


‘The liability of shareholders of the Company is limited 


Capital issued & fully paid up 
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published in the same ‘duipplement edtitaina: front Becember “5; 1961, ‘any person ‘tender- 


similar schedule of articles which may not be 
imported into the Colony except under a roe 
issued by the Director of Commerce -aiid In 
try. 

As from December 5, 1951, and until further 
notice, incoming ~ parcels received by post foitind 
to contain specified -articles will be detaitied in 
the Post Office. A notification of arrival of the 
parcel will be. sent to the addressee and, unless 
a licence to import the specified’ articles contained 
in the parcel és produced within ten days of 
the date of posting of such notification, applica- 
tion for confiscation of the parcel will be made 
to a magistrate. The addressee will.be potified 
in advance of the date and time of the*applita- 
tion for confiscation. 


Nfl 33,000,000.- 


Reserve Funds 33,200,000.- 
Head Office:— ‘Amsterdam. 
Branches :— 
Netherlands :— Sumatra:— India :— 

The Hague Djambi Bombay 
Medan Calcutta 
Palembang 

Telok Betong Hongkong. 

Java:— Borneo:—. Japan:— 

Djakarta Bandjermasin Tokio 

Djakarta Gambir Pontianak Kobe 

Bandung 

Calehesi=— Singapore. 

Probolinggo 

Semarang Lombok:— Thailand :— 

Soerabaia, Ampenan Bangkok 


‘Representatives in London and New York. 


Correspondents throughout the world. 


Banking business of every kind transacted. 


to the date of. this 


ing any parcel to be sent by post containing 
‘Specified Articles’, without production of an 


dug-~ ¢ export licence, will be liable to be prosecuted 


for attempting to export without a licence. In 


the normal course application will be made to 


a- magistrate . for confiscation, of the parcel. 

Incoming and outgoing  patcels posted Prior 

ent will be. re- 
turned to the sender at his “expense. 

_It is emphasised that import: or ‘export licences 
in. respect of articles. received . or sent. by. parcel 
‘post are required only. ‘for ‘Specified Articles’ des- 
cribed ‘in the Schedulés to the-Ordérs mentioned 
above. Customs Declarations: ‘affixed to parcels 


‘should be prepared: with -great, care. and should 


speclty the, contents, Of. “éach parcel. 
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TRUSTEES 
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COLONY 
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HONGKONG & SHANGHAI BANK 
HONGKONG (TRUSTEE) LIMITED 


the Trust Corporation of the 


T. van Gulik, HONGKONG AND SHANGHAI BANKING CORPORATION 
“HONGKONG 
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—NETHERLANDS TRADING SOCIETY— | 


(NEDERLANDSCHE HANDEL-MAATSCHAPPIJ, N.V.) 
. — INCORPORATED IN THE NETHERLANDS — 
THE LIABILITY OF SHAREHOLDERS OF THE OOMPANY IS LIMITED. 
BANKERS 
| ESTABLISHED IN 1824 
| Capital issued & fully paid ........ Nfl 53.842.500 
Head Office: AMSTERDAM. 
Branch Offices: in all principal cities of the pene gig Offices in Asia 
me INDONESIA New BOMBAY KOBE | 
Representatives: In LONDON and NEW YORK. 
Aftiliated Banks: Societe Hollandaise de Banque et de pJEDDAH RANGOON | 
Gestion, Tangier (Morocco). HONGKONG SINGAPORE 
De Surinaamsche Bank N.V. Para- KARACHI — TOKYO 
maribo (Surinam). SHANGHAI 
Allied Bank: Banco de Montevideo, Montevideo ; 
(Uruguay), Offices in East Africa 
Correspondents: —=— throughout the world. MOMBASA (Kenya) DAR-ES-SALAAM (Tanganyika) 
| Banking business of every kind transacted : 


H. HOLTKAMP 


ESTABLISHED 1841 


GILMAN COMPANY LTD. 


@ MERCHANTS 
@ SHIPPING INSURANCE 
@ LLOYDS AGENTS 


HEAD OFFICE: 4A DES VOEUX ROAD, CENTRAL, HONG KONG. CABLES: CILMAN HONG KONG. 
| | 


KIAN GWAN CoO. (CHINA) LTD. 
2 HONG KONG & SHANGHAI BANK BUILDING 2 
| | HONG KONG. 
. Cable-address: JAVASUGAR or KIANGWAN Telephones: 21817, 27466, 27477 2 
* IMPORTERS, EXPORTERS, MANUFACTURERS’ REPRESENTATIVES :— PS 
IMPORTS EXPORTS BRANCHES 
* Sugar Hongkong Industrial Products: Shanghai, Tientsin, Canton : 
* Cotton: Cotton Yarn Cotton knitted goods | Burma % 
Sandalwood Japan 
Ps Industrial Chemicals Matches Malaya PS 
* a. Rubber & Leather Footwear Thail and Ps 
Metals & Hardware Vacuum Flasks 
Window & Thickglass Torches nited Kingdom 
Textiles The Netherlands 
Sundries China Produce Australia 
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World-wide coverage through one channel 


SHIPPING 


3 
om 
4' 


TELS., 
CABLES: ORIENT. 


EAST ASIATIC CO.,LTD. 


HEAD OFFICE: COPENHAGEN, 
FLOOR, HONGKONG. 


P.O.BOX 835. 
London Hangkok San Francisco 
Hamburg Saigon New York 
Madras Manila Havana 
Bombay Cebu Seattle 
Calcutta Tabaco Vancouver 
Karachi Davao Montreal 
Rangoon Canton Mexico City 
Singapore Shanghai Sao Paulo 
Kuala Lumpur Hankow Santos 
Malacca Tsingtao Recife 
Seramban Tientsin Buenos Aires | 
Klang Harbin Durban 
Penang Dairen Cape Town 
Ipoh Tokyo Johannesburg 
Teluk Anson Sydney Port Elizabeth 
Melbourne 


Other territories covered through 
gents and Associated Companies. 


IMPORT & EXPORT 


. 


GIBB, LIVINGSTON & COMPANY, LIMITED. 


Established 1836. — 


P. & O. Building, Hong Kong. Tel. Add: “GIBB” 


IMPORTS 


TEXTILES & YARNS OF ALL CLASSES, RAW 
COTTON, RUBBER, COAL, TIMBER, CHEMICALS 
AND DYES, LINSEED OILS, LITHOGRAPHIC 
VARNISHES, FOODSTUFFS AND PRODUCE, 
METALS, SUNDRIES. 


EXPORTS 


CHINA PRODUCE, COTTON PIECEGOODS, MADE 

UP GARMENTS, RUBBER FOOTWEAR, EGG 

PRODUCTS, HOG CASINGS, ESSENTIAL OILS, 
GINGER, MANUFACTURED GOODS, TEA. 


SHIPPING: 
BURNS, PHILP LINE 


INSURANCE: 
PHOENIX ASSURANCE COMPANY, LIMITED. 
NORTHERN ASSURANCE COMPANY, LIMITED. 
NORTH CHINA INSURANCE COMPANY, LIMITED. 


WINES & SPIRITS: 


TENNENT’S BEER 
SCOTTISH CREAM WHISKY 
BERTRAM’S WINES. 


SUNDRIES: 
BITULAC PAINTS. 


HONG 


WHEELOCK MARDEN & COMPANY, LIMITED 


701-707 Edinburgh House, Hong Kong 


SHIPBUILDING 
SALVAGE 
REAL ESTATE 
MERCHANDISING 
INSURANCE 
WAREHOUSING 


LONDON 


AY 
MOTOR VEHICLES 


* JAPAN SHANGHAI 
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DODWELL CO., LTD. JARDINE, MATHESON 


§ 
| 
Founded 1858 & CO., LTD. 
| @ 
BARBER LINE ; 14/18, PEDDER STREET, 
FROM U.S. ATLANTIC & PACIFIC COAST PORTS _ { 2 HONG KONG 
| 
| 
BARBER WILHELMSEN LINE 
TO PACIFIC & ATLANTIC COAST PORTS 2 JAPAN & KOREA - 
via JAPAN , Importers and Exporters, 
m.v. “TALLEYRAND” .... Loading Hongkong 18th Dec. 4 i Tea and General Merchants, 
m.v. ANCRED” 4th Jan. Insurance, Shipping and 
m.v. “GLENVILLE” .... .... ‘a Mth Feb. 


Accepting cargo on through Bills of Lading for tranship- | 
ment cargo to South American and West African Ports. 7 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line Ltd. 


AUSTRALIA WEST PACIFIC LINE | 


96th Feb. Queensland Insurance Co., Ltd. 
VIVAL 5th Apl. § Guardian Assurance Co., Ltd. - 
{ Bankers and Traders Insurance Co., Ltd. 


) 
) 
) 
§ 
2 
8 | 
‘ g The Hong Kong fire Insurance Co., Ltd. | 
TO BRISBANE, SYDNEY, MELBOURNE via RABAUL | Hong Kong Airways Limited 
12th Jan. § } Jardine Aircraft Maintenance Co., Ltd. | 
| Accepting cargo for transhipment to Fiji 
Ewo Cotton Mils Limited | 
§ rT ”? 
Due Hongkong 13th Dec. ‘the Canton Insurance Office Limited | 
} ( 2 British Overseas Airways Corporation | 
4 Shanghai & Hongkew Wharf Co., Ltd. 
PACIFIC SERVICE AGENTS: | 
SEATTLE & PORTLAND ‘the Koyal Mail Lines Limited 
Lhe Prince Line Limited | 
The Western Canada Steamships Limited 
§ 
LLOYD TRIESTINO \ The Pacific Transport Lines, Inc. 
2 FOR SINGAPORE, COLOMBO, BOMBAY, KARACHI, 3 4 Furness Withy & Co., Ltd. ) 
ADEN, SUEZ, PORT SAID, VENICE, TRIESTE, | § The Union Castle Mail Steamship Co., Ltd. | 
LEGHORN & GENOA Alliance Assurance Co., Ltd. | 
j 
mv. “U. VIVALDI” .... ... Due Hongkong 5th Jan. Atlas 
| 
| 


3 Triton Insurance Co., Ltd. 

CANADA-ASI ATIC LINES LTD. | Lombard Assurance Co., Ltd. 

| Economie Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 

All the above subject to alteration without notice. @ The Merchante’ Masine Tususence Co...LAd. 
BOOKING AGENTS FOR: | 
CUNARD STEAMSHIP CO., LTD. 4 
; 3rd FLOOR HONGKONG & SHANGHAI BANK BLDG. — ! 
§ | 


DES VOEUX RD. TELEPHONE 28021/6 , CORPORATION LIMITED. ) 


| 
| 
| 
| 
| 
{ 
{ 
| 
| 
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GORDON, WOODROFFE 
& CQ. (FAR EAST) LTD. 

Edinburgh House, Hong Kong. 

BRANCH OFFICES 

| TOKYO and OSAKA 

mee oe PRODUCE & GENERAL MERCHANTS | | 


General Managers for: 
Pekin Syndicate Ltd., Hongkong 


‘oh to: Associated Companies: 
| Fast Fortnig tly Servi Gordon, Woodroffe & Co. Ltd., London | 
| (Established 1868) | 
Gordon, Woodroffe & Co. (Madras) Ltd. 
NEW YORK, BOSTON, Gordon, Woodroffe Morocco, S.A.R.L. Casablanca 


A.P. MOLLER, COPENHAGEN 


BALTIMORE & PHILADELPHIA Gordon, Woodroffe Corporation, New York 
via Sole Agents: | 
| Biddle Sawyer & Co., Ltd., London 
SAN FRANCISCO, LOS ANGELES & PANAMA Gale, Baiss & Co., Ltd., London 
Accepting transhipment eargo for Central and South American | Gordon Woodroffe Leather Manufacturing Co. 
Ports, also for Caribbean. and Gulf Ports Sissons Paints 
7 ig Hugh Wood & Co., 
Richemont Brandy 
cai ahi Goodyear Tyre & Rubber Co. (Rubber belting, 
Next Sailings: Shoe heels, etc.) 
L.G. Harris & Co., Ltd. (Paint Brushes) 
m/s “LEXA MAERSK” .... .... .... ..-. Dec. 10 Ransomes Sims & Jefferies Ltd. (Electric Trucks & 
m/s “ANNA MAERSK” .... 2... .... «..- Dec. 16 Tractors) 
m/ “LEISE MAERSK” .... .... -... ee Engineering & Contracting Department :— 
Also accepting cargo for Keelung and Japan (Successors to William C. Jack & Co. Ltd.) 
Special Ag encies:— 
T.M.C. Harwell (Sales) Ltd. 3 
Atlas Metal & Alloys Ltd. 
‘vals from U.S.A. Edward Wilcox & Co. Ltd. 
Arri S.L.R. Electric Ltd. 
m/s “LEISE MAERSK” In Port Aron Electricity Meter, Ltd. 
Premier Electric Heaters Ltd. 
” 20 
m/s “GRETE MAERSK” .... .... .... --. Dec J.J. Tucker & Co. Ltd. 
m/s “OLGA MAERSK” seme cece seen sean Jan. 6 Smart & Brown (Engineers) Ltd. 


-Holophane Ltd. 


lars 
For Freight and Further Particu Greenwood & Hughes Ventilating Co. 


Wolsall Conduits Ltd. 
Agents GIy 
Pedder Building. Tels. 36066-9 lA 
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